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November 26, 2007
Our ref: 32002208-000004

By Hand
Securities and Exchange Commission
SEC Headquarters
100 F Street, NE CHINA SHIPPING 12g3-2(b)

File No. 82-34857

Washington, DC 20549 :
USA SU P P

Mail stop 0405-Attention to Office of International Corporate Finance (202)551-3450
Ladies and Gentlemen,

Re: China Shipping Container Lines Company Limited (the "Company") -
Information Furnished Pursuant to Rule 12g3-2(b} Under the Securities
Exchange Act of 1934 (File Ref: 82-34857)

This letter and the enclosed materials are furmished to the Commission pursuant to the
referenced exemption from the registration requirements of Section 12(g) of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), available to
foreign private issuers pursuant to Rule 12g3-2(b) thereunder.

The purpose of this letter is to furnish to the Commission the documents relating to the
Company which were made public since our last submission dated November 20, 2007,
copies of which are enclosed with this letter (A list of index provided in Annex 1).

If you have any questions with regard to this letter, please contact the undersigned in the
Hong Kong office of Baker & McKenzie by telephone at 011-852-2846-2312, 011-852-
2846-2446 or by facsimile at 011-852-2845-0476.

On behalf of the Company, thank you for your attention to this matter.

PROCESSED 4/ ‘ ”l,‘ 3

Very truly yours,

BEC 0 4 2007

THOMSON

Joyce Ip/ Vince g

Letter_to_SEC-503663-v7-HKGDMS.DOC
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*Notary Publc DANIAN ZHANG

(WASHINGTON, DC;
**China-Appomnied Attesting DHicer

** *Non-Reswdent in Hong Kong

Baker & McKenzie, a Hong Kong Partnership, is 8 member of Baker & McKenzie International, a Swiss Verein.
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CHINA SHIPPING 12g3-2(b)
File No. 82-34857

Annex 1

A List of Documents Made Public
in connection with the Listing since our last submission on November 20, 2007:

1. Circular regarding Major Transactions - Construction of New Vessels and
Continuing Connected Transactions - Charter of Vessels and Tankers by China
Shipping Development Company Limited, released on November 26, 2007.

2. Proxy Form for the Extraordinary General Meeting for Holders of H Shares to be
Held on 18 January 2008 by China Shipping Development Company Limited,
released on November 26, 2007.

3. Shareholder’s Reply Slip for Attending the Extraordinary General Meeting to be

Held on 18 January 2008 by China Shipping Development Company Limited,
released on November 26, 2007.

503663-vI\HKGDMS\HKGVZW 2



CHINA SHIPPING 12g3-2(b)

CHINA SHIPPING DEVELOPMENT COMPANY LIMITED
PRERKME KD T

{a jeint stock limited company incorporated in the People's Republic of Ching with limited liability}

(Stock code: 1138)

PROXY FORM FOR THE EXTRAORDINARY GENERAL MEETING
FOR HOLDERS OF H SHARES TO BE HELD ON 18 JANUARY 2008

1/'We
of

am/are the shareholder(s) of China Shipping Development Company Limited (the “Companv”), holding H
Shares. I/We hereby appoint

of
as my/our proxy/proxies, failing which, [/we hereby appeint the chairman of the Extraordinary General Meeting

("EGM”} as my/four proxy/proxies (please delete where appropriate) for
H Shares which I/we hold in the share capital of the Company to attend and vote at the EGM to be held at 700
Dong Da Ming Road, Shanghai, The People’s Republic of China at 2:00 p.m. on Friday, 18 January 2008 or at
any adjournment thereof. The proxy/proxies isfare authorised to vote on the resolutions according to the following
instructions. In the absence of instructions, the proxy/proxies shall vote for or against the resolulions or abstain
at their discretion.

Ordinary Resolutions For Against Abstain

1. | To approve, ratify and confirm the four construction
agrecments all dated 22 October 2007

2. | To approve, ratify and confirm the four construction
agreements all dated 27 October 2007

3. To approve, ratify and confirm the four bareboat
charterparties all dated 14 November 2007

4. To approve, ratify and confirm the five bareboat
charterparties all dated 14 November 2007

5. To approve, ratily and confirm the bareboat charlerparty

dated 14 November 2007

6. To approve, ratify and confirm the bareboat charterparty
dated 14 November 2007

7. ! To approve the appointment of Mr. Zhu Yongguang as an
independent non-executive director of the Company

8. | To approve the appointment of Mr, Yu Shicheng as a
supervisor of the Company

9. | To approve the purchase of liability insurance policy for
directors, supervisors and serior management of the

Company
Special Resolution
7. | Te approve amendment to articles of association changing
number of members of the supervisory commitiee of the
Company
-~
. ¢ D
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Notes:

(A)

(B}

(o}

(D)

(E}

{F

[(e))

{in

The H Share register of the Company will be closed from Wednesday, 19 December 2007 to Thursday, 17 January 2008 (both days
inclusive}, during which no wansfer of H Shares will be cffected. Any holders of H Shares of the Company, whose names appear on the
Company's Register of Members al the close of business on Tucsday, 18 December 2007 are entitled to attend and vote at the EGM after
completing the registration procedures for attending the meeting. In order to be entitled to attend and vote ot the EGM and share transfer
documents should be lodged with the Company's H share registrar not later than 4:00 p.m. on Tucsday, 18 December 2007,

The address af the share registrar (far share wansfer) for the Company's H Shares is as follows:

long Kong Registrars Limited
Rooms 1712-1716

17th Floor

Hopewell Centre

183 Queen's Road East
Wanchai

Hong Kong

Holders of H Shares, who intend to auend the EGM, must complete the reply slips for atiending the EGM and return them to the Office
of the Secretary 1o the Board of Directars of the Company not later than 20 days before the date of the EGM, i.e. no later than Saturday.
29 December 2007,

Details of the Office of the Sceretary to the Board of Directors of the Company are as follows:

Room 1601, 700 Dang Da Ming Road, Shanghai,
The People’s Republic of China

Pastal Code: 200030

Tel: 86(21) 6596 6666

Fax: 86121) 6596 6160

Each holder of H Shares who has the right to atiend and vorc av the EGM is enlitled Lo appoint in wriling one or more proxics, whether
a sharcholder or noy, to attend and vote on his behalf at the EGM. A proxy of a sharcholder who has appointed more than onic proxy may
only vete on a poll.

The instrument appointing a proxy must be in writing under the hand of ke appointor er his attorney duly authorised in writing. If that
instrument is signed by sn altorney of the appointor. the power of altorney authorising that atiorney to sign, or other documents of
authorisation, must be notarially centified.

To be valid. the form of proxy. and if the form of proxy is signed by a person under a power of attorney or other autharity on behalf of
the appointor, a notarially certified copy of that power of attorney or other authority, must be delivered to the Company's H Shares share
registrar, Hong Kong Regisirars Limited, Rooms 1702-1716, 17th Floor, Hopewell Cenire, 183 Queen’s Road East, Hong Kong. not less
than 24 hours before the time for holding the EGM or any adjournment thereof in order for such documenis to be valid.

Each holder of A Shares is entitled to appoint in writing ene or more proxics, whether a sharcholder or not, to attend and vote on its behalf
8t the EGM, Notes (C) to (D) ulso apply to holders of A Shares. except thot the proxy form or other documents of authority must be
delivered to the Office of the Secretary to the Board of Dircctors, the address of which is set out in Note (B) above, not less than 24 hours
before the time for holding the EGM or any adjournment, thereof in order for such documents to be valid,

If a proxy attends the EGM on behalf of a sharcholder. he should produce his identity card and the instrument signed by the proxy ur his
lepal representative, which specifics the date of its issuance. I the tegal representative of a legal person share sharcholder attends the
EGM, such legal representative should produce his identity card and valid documenis cvidencing his capacity as such {egal representative.
If a legal person share sharcholder appoints a representative of @ company other than its legal representative to sitend the EGM, such
representative should produce bis identity card and an authorization instrument affixed with the seal of the legal person share shareholder
and duly signed by its legal representative.

The EGM is expected to last an hour. Sharchelders attending the EGM are responsible for their own transportation and accommedalion

eXpenses,
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CHINA SHIPPING DEVELOPMENT COMPANY LIMITED
FEERIRMBER L

{a joint stock limited company incorporated in the People'’s Republic of China with limited liability)

(Stock code: 1138)

SHAREHOLDERS’ REPLY SLIP FOR ATTENDING
THE EXTRAORDINARY GENERAL MEETING
TO BE HELD ON 18 JANUARY 2008

To: China Shipping Development Company Limited (the “Company”)

Irwet!)
oft®

being the registered holder(s) of® H Shares in the Company, hereby inform the

Company that l/we intend to attend {in person or by proxy) the Exiraordinary General Meeting
(“EGM™") of the Company to be held at 700 Dong Da Ming Road, Shanghai, The People’s Republic
of China at 2:00 p.m, on Friday, 18 January 2008.

Date: Signature:

Notes:

i Please insert full name(s) and registered address(es) as shown in the register of members in block capitals.

2. Please insert the number and category of shares in your nume(s).

3. In order 1o be valid, this completed and signed reply slip must be delivered (o the Company at the Qffice of the Secrelary
1o the Board of Directors of the Company not luter than 20 days before the dute of the EGM, i.e. no luter then Sawrday,
29 December 2007 personally or by mail, cable or facsimile (fax: 86 (21) 6596 6160).

Dectails of the address of the Office of the Secretary to the Board of Dircetors of the Company are as follows:

Room 1601, 700 Dong Da Ming Road,
Shanghai,

People’s Republic of China

Postal Code: 200080



THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt about this circular, you should consult appropriate independent advisers.

If you have sold all your shares in China Shipping Development Company Limited, you should at
once hand this circular and the enclosed proxy form to the purchaser or to the bank, stockbroker or
other agent through whom the sale was effected for trunsmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,

makes no representation as to its accuracy or completeness and expressly disclaims any liability

whatsoever for any loss howsoever arising from or in reliance upon the whele or any part of the
contents of this circular.

s

CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

(a jeint stock limited company incaorporated in the People's Republic of China with limited liakility}

(Stock Code: 1138)

= 3 J
MAJOR TRANSACTIONS RN
CONSTRUCTION OF NEW VESSELS 1, & -
oo
AND IR

CONTINUING CONNECTED TRANSACTIONS © ¢

CHARTER OF VESSELS AND TANKERS

Independent Financial Advisor to the Independent Board Committee and
the Independent Shareholders

evolution /g

A letter from the Board is set out on pages 6 to 20 of this circular.
A letter from the Independent Board Committee is set out on page 21 of this circular.

A letter from the Independent Financial Adviser, containing its advice to the Independent Board
Committee and the Independent Shareholders, is set out on pages 22 10 31 of this circular.

A notice convening the EGM of the Company to be convened and held at 2:00 p.m. on Friday, 18
January 2008 at 700 Dong Da Ming Road, Shanghai, the People’s Republic of China is set out on pages
N-1 to N-5 of this circular. Whether or not you are able to attend the above meeting, please complete
and return the enclosed proxy form in accordance with the instructions printed thereon as scon as
practicable and in any event by not less than 24 hours before the time appointed for the holding of

the meeting. Completion and return on the proxy form will not preclude you from attending and voting
in person at the meeting or at any adjourned meetings should you so wish.

26 November 2007
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DEFINITIONS

“A Shares”

“Agreements”

“associate(s)”

“Board”

*Charterparties”

*China Shipping”

“China Shipping (HK) Holdings"

“China Shipping Group”

“Company”

“Container Vessels”

“CscL”

PRC-listed Domestic Shares in the share capital of the
Company, with a par value of RMBI1.00 each, which are
subscribed for and traded in RMB and listed on the Shanghai
Stock Exchange

The First Agreements and the Second Agreements

has the meaning ascribed thereto in the Hong Kong Listing
Rules

the board of Directors

the First Bareboat Charterparties, the Second Bareboat
Charterparties, the Third Bareboat Charterparties and the
Fourth Bareboat Charterparties

thilipll(IEEDAAE] (China Shipping (Group) Company*), a
PRC state-owned enterprise and the controlling shareholder
of the Company, currently holding approximately 47.46% of
the registered capital of the Company

China Shipping (Hong Kong) Holdings Company Limited, a
wholly-owned subsidiary of China Shipping and its business
is marine transportation

China Shipping and its subsidiaries (excluding the Group)

China  Shipping  Development  Company  Limited
(PERREEARLSE), a joint stock limited company
incorporated in the PRC with limited tiability, whose H
Shares have been listed on the Main Board since 1994 and
whose A Shares have been listed on the Shanghai Stock
Exchange since 2002

the vessels “Xiang Li", “Xiang Mao”, “Xiang Yue” and
“Xiang Zhuang”

USRI LT ERAE (China Shipping Container Lines
Co., Ltd.*), a company incorporated in the People’s Republic
of China and listed on the Stock Exchange, the issued share
capital of which is held as to approximately 59.87% by China
Shipping and principally engaged in the operation and
management of international and domestic container marine
transportation



DEFINITIONS

“CSCL (Asia)"

“CS8 Development Hong Kong"

“CsoICr

ucssc-a

“CSTC"

“Dalian Shipbuilding”

“Director(s)”

“Domestic Shares™

“dwt"

“EGM”

“First Agreements”

“First Bareboat Charterparties”

China Shipping Container Lines {Asia) Co., Ltd.
(YIRS AT T M)ATRRAT ), a wholly-owned subsidiary of
CSCL and principally engaged in the operation and
management of international and domestic container marine
transportation

China Shipping Development (Hong Kong) Marine Co.,
Limited  (P#PRE(EHEMMEARALT), a  wholly-owned
subsidiary of the Company

AR M BRI BG4 ] (China Shipbuilding & Offshore
International Company Limited*}, a Chinese company
engaging in the trading, import, export and agency of ships
and shipping related technology and services

A T RBEA T (China State Shipbuilding Corporation®),
a Chinese shipbuilder

SR TR S42H (China Shipbuilding Trading Co., Lid.*),
a Chinese Company engaging in the trading import, export
and agency of ships and shipping related technolegy and
services

KGHEMRE T EARAE (Dalian  Shipbuilding  Industry
Company Limited*), a Chinese shipbuilder

the director(s) of the Company

domestic shares of RMB1.00 each in the registered capital of
the Company

dead weight tons, the unit of measurement of weight capacity
of vessels, which is the total weight a ship can carry,
including cargo, bunkers, water, stores, spare and crew at a
specified draft

extraordinary general meeting of the Shareholders to be
convened by the Company to consider and, if thought fit, to
approve the Agreements and the Charterparties

four agreements all dated 22 October 2007, each of which is
entered into between the First Vendors and CS Development
Hong Kong for the construction of one VLOC (for a total of
four VLOCs) for the transportation of iron ores

four conditional charterparties all dated 14 November 2007 in
respect of the leasing of each of the Container Vessels




DEFINITIONS

“First Vendors”
“First VL.OCs”

“Fourth Bareboat Charterparty”

“GI’OU]I)"

“Guangzhou Longxue”

“H Shares”

KEHK$!‘
“Hong Kong” or “HK"

“Hong Kong Listing Rules”

“Independent Board Committee”

“Independent Financial Adviser”

“Independent Shareholder(s)"”

“Latest Practicable Date”

“LIBOR”

“Other Container Vessels™

CSOIC and Dalian Shipbuilding
the VLOCs to be constructed under the First Agreements

a conditional charterparty dated 14 November 2007 in respect
of the leasing of the oil tanker “Song Lin Wan”

the Company and its existing subsidiaries

BN AR CEM AR AT (CSSC  Guangzhou  Longxue
Shipbuilding Co., Ltd*}, a Chinese shipbuilder

H shares of par value RMB1.00 each in the share capital of
the Company, being overseas listed foreign invested shares

the tawful currency of Hong Kong dollars
the Hong Kong Special Administrative Region of the PRC

Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended from time to
time

Messrs. Ma Xun, Xie Rong, Hu Honggao and Zhou Zhanqun,
all being independent non-executive Directors, have been
appointed as members of the independent board committee of
the Company to advise the Independent Shareholders on how
to vote on the resclutions relating to the Charterparties

Evolution Watterson Securities Limited, a corporation
licensed to carry on type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on corporate
finance) regulated activities under the Securities and Futures
Ordinance, the independent financial adviser appointed to
make the relevant recommendation to the Independent Board
Committee and the Independent Sharehoiders in relation to
the Charterparties

the Shareholders other than China Shipping and its associates

22 November 2007, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information contained herein

London interbank offered rate

LIS

*Xiang Da”, “Xiang Xiu", "Xiang Xing”, “Xiang Wang" and
“Xiang Zhu"




ILPRCYI
“RMB”

“Second Agreements”

“Second Bareboat Charterparties”

“Shanghai Maritime”

“Second Vendors”
“Second VLOCs”
“Shareholder(s)”

“Stock Exchange”

“Third Bareboat Charterparty”

“Transactions™
“US$)|
“VLOC(s)"

“%H

* For identification purpose only

DEFINITIONS
People’s Republic of China :
|
|

Renminbi Yuan, the lawful currency of the PRC

four agreements all dated 27 October 2007, each of which is
entered into between CSTC, Guangzhou Longxue and C8
Development Hong Kong for the construction of one VLOC
{for a total of four VLOCs) for the transportation of iron ores

five conditional charterparties all dated 14 November 2007 in
respect of the leasing of each of the Other Container Vessels

Shanghai Maritime Enterprises Corp. ( LE¥lITRERAT]), a
wholly-owned subsidiary of China Shipping

CSTC and Guangzhou Longxue

the VLOCs to be constructed under the Second Agreements
shareholder(s) of the Company

The Stock Exchange of Hong Kong Limited

a conditional charterparty dated 14 November 2007 in respect
of the leasing of the oil tanker “Da Qing 88"

the transactions contemplated under the Charterparties
the lawful currency of the United States of America
Very Large Iron Ores Carrier(s)

percentage or per centum

For the purpose of this circular, unless otherwise specified, the conversion of US$ into HK3 is
based on the exchange rate of US$1.00 = HK$7.75.

For ease of reference. the names of the PRC-incorporated companies and entities have been

included in this circular in both the Chinese and English languages. In the event of any inconsistency,

the Chinese name prevails,



EXPECTED TIMETABLE

Date of despatch of this circular .. ........ ... ... .. ... ... .... Monday, 26 November 2007
Last date for returning the reply slip for the EGM ............... Saturday, 29 December 2007
Latest time for lodging proxy forms for the EGM . ....... 2:00 p.m., Thursday, 17 January 2008
Time and date of EGM .. .. ... ... ... ... ... ........... 2:00 p.m., Friday, 18 January 2008




LETTER FROM THE BOARD

s

CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

{a joint stock limited company incorporated in the People's Republic of China with limited liability)
{Stock Code: 1138)

Executive Directors: Registered Office:

Li Shaode (Chairman) 168 Yuanshen Road

Ma Zehua Shanghai

Lin Jianqging The PRC

Wang Daxiong

Zhang Guofa Principal place of

Mao Shijia business in Hong Kong:

Wang Kunhe 20/F., Alexandra House
16-20 Charter Read

Independent Non-Executive Directors: Central, Hong Kong

Ma Xun

Xie Rong

Hu Honggao

Zhou Zhanqun
26 November 2007

To the Shareholders

Dear Sir/Madam,

MAJOR TRANSACTION

CONSTRUCTION OF NEW VESSELS

AND

CONTINUING CONNECTED TRANSACTIONS

CHARTER OF VESSELS AND TANKERS

1. INTRODUCTION

By an announcement dated 22 October 2007, the Board announced that CS Development Hong
Kong entered into the First Agreements with the First Vendors for the construction of four VLOCs
each of 300,000 dwt for the transportation of iron ores for a consideration of approximately
US5%455,200,000 (equivalent to approximately HK$3,527,800,000).

—_f —




LETTER FROM THE BOARD

By an announcement dated 29 QOctober 2007, the Board announced that CS Development Hong
Kong entered into the Second Agreements with the Second Vendors for the construction of four
VLOCs each of 230,000 dwt for the transportation of iron ores for a consideration of approximately
US$360,640,000 (equivalent to approximately HK$2,794,960,000).

By an announcement dated |4 November 2007, the Board announced that the Group entered into
the Charterparties with China Shipping and its associates in relation to the leasing of nine vessels and
two tankers,

The purpose of this circular is to provide the Shareholders with further information on the terms
of the Agreements and the Charterparties and to convene the EGM to seek the approval of the
Sharehoiders with respect to the Agreements and the Charterparties.

2. THE FIRST AGREEMENTS

Background Information

On 22 October 2007, CS Development Hong Kong entered into the First Agreements with the
First Vendors for the construction of four VLOCs each of 300,000 dwt for the transportation of iron
ores. The total consideration for the construction of the First VLOCs is approximately
US$455.200,000 (equivalent to approximately HK$3,527,800,000). The consideration is determined
by reference to the market price of iron ores carriers ranging in sizes from 230,000 o 300,000 dwt
during the 3 months prior to 22 October 2007. Ali the First Agreements have similar terms and
conditions,

The principal terms and conditions of the First Agreements are summarised as follows:

Date: 22 October 2007
Parties Purchaser: CS Development Hong Kong
Seller: The First Vendors. To the best of the Directors’

knowledge, information and belief having made all
reasonable enquiries, the First Vendors and their
ultimate beneficial owners are independent third
parties not connected with the Company and its
connected persons (as defined in the Listing Rules).




LETTER FROM THE BOARD

Price:

Delay adjustment in price:

Expected Delay Date:

Condition:

The prices of the First VLOCs will be payable in US$. Relevant
payments under each of the First Agreements will be pavable in 5
instalments at various stages of the construction of the relevant
vessel:

(i) for the first instalment, to pay 20% of the price within 7
business days after the First Agreements have become
effective upon satisfaction of the condition referred to
below;

(i1) for the second, third and fourth instalments, to pay 20% of
the price within 5 business days of the receipt of the relevant
invoice issued by the First Vendors; and

(iii) for the final instalment, to pay 20% of the price within 5
business days of the receipt of all documentation in relation
to completion of the relevant VLOC by the First Vendors,

Each of the four First Agreements provides that there will be no
adjustment in the price of the relevant VLOC if the delivery is
delayed for a period not exceeding 40, 35, 30 and 30 days
respectively. If the delay exceeds such period of time but does not
exceed 220, 215, 210 and 210 days respectively, there will be a
reduction in the price of the relevant VLOC determined on the
basis of the extent of the delay. The reduction in the price will be
calculated based on a daily reduction rate ranging from
US$15,000 per day to US$23,600 per day (depending on the
extent of the delay). Under the four First Agreements, delay will
be permitted on account of force majeure events,

If the delay exceeds 220, 215, 210 and 210 days respectively,
unless the parties agree otherwise, CS Development Hong Kong
has the right to accept delivery of the relevant VLOC with the
daily accrued reduction in price or refuse to accept delivery of the
relevant VLOC in which case all payments paid under the relevant
agreement together with interests (calculated from the dates of
such payments to the date of refund at an annual interest rate of
LIBOR plus 1%) will be refunded to CS Development Hong
Kong.

The expected delivery date for each of the First VLOCs is on or
before 31 August 2011, 31 October 2011, 31 December 2011 and
31 March 2012 respectively.

The First Agreements are conditional upon the approval of the
Shareholders at the EGM.




LETTER FROM THE BOARD

On 2 March 2007, the Company entered into agreements with the First Vendors for the
construction of six tankers of 76,000 dwt each for the transportation of crude oil and refined oil,
details of which were contained in the Company's major transaction announcement dated 2 March
2007. Save as aforesaid, in the 12 months prior to the date of the First Agreements there were no other
transactions between the Company and the First Vendors and its associates which require aggregation
under Rule 14.22 of the Listing Rules.

3. THE SECOND AGREEMENTS

Background Information

On 27 October 2007, CS Development Hong Kang entered into the Second Agreements with the
Second Vendors for the construction of four VLOCs each of 230,000 dwt for the transportation of iron
ores. The 1otal consideration for the construciion of the Second VLOCs is approximately
US$360,640,000 (equivalent to approximately HK$2,794,960,000). The consideration is determined
by reference to the market price of iron ores carriers ranging in sizes from 230,000 to 300,000 dwt
during the 3 months preceding 27 October 2007. All the Second Agreements have similar terms and
conditions.

The principal terms and conditions of the Second Agreements are summarised as follows:

Date: 27 Qctaber 2007
Parties Purchaser: CS Development Hong Kong
Seller: The Second Vendors. To the best of the Directors’

knowledge, information and belief having made all
reasonable enquiries, the Second Vendors and their
ultimate beneficial owners are independent third
parties not connected with the Company and its
connected persons (as defined in the Listing Rules).

Price: The prices of the Second VLOCs will be payable in USS$. Relevant
payments under each of the Second Agreements will be payable in
5 instalments at various stages of the construction of the relevant
vessel:

(i) for the first instalment, to pay 20% of the price within 7
business days after the Second Agreements have become
effective upon satisfaction of the condition referred to
below;

(ii) for the second, third and fourth instalments, to pay 20% of
the price within 7 business days of the receipt of the
progress report signed by CS Development Hong Kong and
the relevant invoice issued by the Second Vendors; and
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(iii) for the final instalment, to pay 20% of the price within 7
business days of the receipt of all documentation in relation
to completion of the relevant VLOC by the Second Vendors.

Delay adjustment in price: Each of the four Second Agreemenlts provides that there will be no
adjustment in the price of the relevant VLOC if the delivery is
delayed for a period not exceeding 30 days respectively. If the
delay exceeds such period of time but does not exceed 210 days
respectively, there will be a reduction in the price of the relevant
VLOC determined on the basis of the extent of the delay. The
reduction in the price will be calculated based on a daily
reduction rate ranging from US$12,000 per day to US$19,500 per
day (depending on the extent of the delay), subject to a total
maximum reduction of US$3.150,000. Under the four Second
Agreements, delay will be permitted on account of force majeure
events,

If the delay exceeds 210 days, unless the parties agree otherwise,
CS Development Hong Kong has the right to accept delivery of
the relevant VLOC with a reduction in price of US$3,150,000 or
refuse to accept delivery of the relevant VLOC in which case all
payments paid under the relevant agreement together with
interests (calculated from the dates of such payments to the date
of refund at the People’s Bank of China US$ lending interest rate)
will be refunded to CS Development Hong Kong.

Expected Delay Date: The expected delivery date for each of the Second VLOCs is on
or before 30 April 2011, 31 July 2011, 31 October 2011 and 31
December 2011 respectively.

Condition: The Second Agreements are conditional upon the approval of the
Shareholders at the EGM.

On 28 October 2006, the Company, CSSC and Guangzhou Longxue entered into agreements for
the construction of four tankers of 308,000 dwt each, details of which are contained in the Company’s
announcement dated 30 October 2006. On 2 February 2007, CS Development Hong Kong and
Guangzhou Longxue entered into agreements for the construction of four VLOCs of 230,000 dwt each,
details of which are contained in the Company's announcement dated 2 February 2007. Save as
aforesaid, in the 12 months prior to the date of the Second Agreements there were no other iransactions
between the Company and the Second Vendors and its associates which require aggregation under Rule
14.22 of the Listing Rules.

4, REASONS FOR, AND BENEFITS OF, THE FIRST AGREEMENTS AND THE SECOND
AGREEMENTS

The Directors are optimistic of the demand in the iron ores transportation market and its
persistent growth in the coming years. In addition, the Company has entered into long-term contracts
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of affreightment for shipping of imported iron ores with China Shougang International Trade &
Engineering Corp. and Bao Steel Company Limited respectively, details of which were contained in
the Company's announcements dated 27 October 2006 and 26 January 2007 respectively. The
Directors are of the view that the construction and ownership of the First VLOCs and the Second
VLOCs will enable the Group to take advantage of the business opportunities in the shipping market,
enjoy economies of scale, optimize its overall route arrangements and improve its operating efficiency
and profitability.

No financial information or pro forma financial information has been prepared in respect of the
First VLOCs and the Second VLOCs as they have yet to be constructed.

5. THE FIRST BAREBOAT CHARTERPARTIES

Date 14 November 2007
Parties

Lessor: The Company
Lessee: CSCL

Container Vessels

“Xiang Li”, “Xiang Mao”, “Xiang Yue” and “Xiang Zhuang™ were constructed by an
independent shipyard in Tianjin, PRC. “Xiangli” was commissioned into service in 1992 and has
a gross tonnage of approximately 18,391, “Xiangmao™ and “Xiangyue” were commissioned into
service in 1995 and each has a gross tonnage of approximately 18,112. “Xiangzhuang” was
commissioned into service in 1993 and has a gross tonnage of approximately 18,391. The
Contatner Vessels are currently leased to CSCL for domestic coastal container transportation,

Leasing of the Container Vessels

Pursuant to the First Bareboat Charterparties, the Company has agreed to continue to lease
the Container Vessels to CSCL.

Charter payment and payment terms

Pursuant to the First Bareboat Charterparties, CSCL will pay the Company an aggregate
charter payment of US$2.038,400 (approximately HK$15,797,600) which is also the annual cap
under the First Bareboat Charterparties for the financial year ending 31 December 2008.

The charter payment is determined with reference to market terms of bareboat
charterparties of similar container vessels. Other than the payment for the first and the last
calendar month being made according to the actual number of chartered days in the month, the
monthly charter payment during the charter period shall be paid fifteen days in advance of the
first day of the next calendar month by CSCL.
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Charter period

The First Bareboat Charterparties will be effective from 1 January 2008 and will expire on
30 June 2008 (both dates inclusive).

Other significant terms

During the charter period of the First Bareboat Charterparties, CSCL will:

(i) be responsible for all necessary repair of the Container Vessels;

{ii} insure each of the Container Vessels against marine, war and compensation risks; and

(ili) have the right to re-charter the Container Vessels, but CSCL shall be entitled to the
rights and be liable for the relevant obligations under the First Bareboat
Charterparties.

During the charter period of the First Bareboat Charterparties, the Company is not allowed
to transfer its ownership of the Container Vessels or assign the right to receive any of the charter
payments, .

Should any dispute arise between the Company and CSCL in respect of the First Bareboat
Charterparties which remains unresolved after reasonable discussions, such dispute shall be
referred to the China Maritime Arbitration Committee for arbitration in Shanghai, the PRC.

The First Bareboat Charterparties are subject to confirmation, ratification and approval by
the Independent Shareholders at the EGM. The First Bareboat Charterparties will be terminated
if the Independent Shareholders do not approve the resolution approving the First Bareboat
Charterparties at the EGM.

THE SECOND BAREBOAT CHARTERPARTIES

Date 14 November 2007
Parties
Lessors: Xiang Da Shipping S.A., Xiang Xing Shipping 5.A., Xiang Wang

Shipping S.A. and Xiang Xiu Shipping S.A., all of which are
indirect wholly-owned subsidiaries of the Company

Lessee: CSCL (Asia)
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Other Container Vessels

“Xiang Da"” and “Xiang Xiu” were constructed by an independent third party shipyard in
the Republic of Korea, and were commissioned into service in 1994, Each has a gross tonnage
of 4,018. “Xiang Xing” and “Xiang Wang” were constructed by an independent third party
shipyard in the Republic of Korea, and were commissioned into service in 1995. Each has a gross
tonnage of approximately 4,960. “Xiang Zhu™ was constructed by an independent shipyard in
Romania and was commissioned into service in 1994. It has a gross tonnage of approximately
7,864.

The Other Container Vessels are currently leased to CSCL {Asia) for coastal container
transportation.

Leasing of the Other Container Vessels

Pursuant 1o the Second Bareboat Charterparties, each of Lessors has agreed to continue to
lease the Other Container Vessels to CSCL (Asia).

Charter Payment and Payment Terms

Pursuant to the Second Bareboat Charterparties, CSCL (Asia) will pay to the lessors an
aggregate charter payment of US$3,930,840 (approximately HK$30,464,010) which is also the
annual cap under the Second Bareboat Charterparties for the financial year ending 31 December
2008.

The charter payment is determined with reference to market terms of bareboat
charterparties of similar container vessels. Other than the payment for the first and the last
calendar month being made according to the actual number of chartered days in the month, the
monthly charter payment for each of the Other Container Vessels shall be paid fifteen days in
advance of the first day of the next calendar month by CSCL (Asia),

Charter period

The Second Bareboat Charterparties will be effective from 1 January 2008 and will expire
on 31 December 2008 (both dates inclusive).

Other significant terms
During the charter period of the Second Bareboat Charterparties, CSCL (Asia) will:
(i) be responsible for all necessary repair of the Other Container Vessels;

(it) insure each of the Other Container Vessels against marine, war and compensation
risks; and
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(iii) have the right to re-charter the Other Container Vessels, but CSCL (Asia) shall be
entitled to the rights and be liable for the relevant obligations under the Second
Bareboat Charterparties.

During the charter period of the Second Bareboat Charterparties, each of the relevant
lessors is not allowed to transfer its ownership of the Other Container Vessels or assign the right
to receive any of the charter payments.

Should any dispute arise between the relevant lessors and CSCL (Asia) in respect of the
Second Bareboat Charterparties which remains unresolved after reasonable discussions, such
dispute shall be referred to the China Maritime Arbitration Committee for arbitration in
Shanghai, the PRC.

The Second Bareboat Charterparties are subject to confirmation, ratification and approval
by the Independent Shareholders at the EGM. The Second Bareboat Charterparties will be
terminated if the Independent Shareholders do not approve the resolution approving the Second
Bareboat Charterparties at the EGM.

THE THIRD BAREBOAT CHARTERPARTY

Date 14 November 20007
Parties

Lessor: Shanghai Maritime
Lessee: The Company

“Da Qing 887

“Da Qing 88" was constructed by an independent third party shipyard in Japan, and was
acquired by Shanghai Maritime upon completion of its construction. It was commissioned into
service in 1986. It has a gross tonnage of approximately 51,565. “Da Qing 88" is used for
international and domestic oil transportation.

Leasing of “Da Qing 88"

Pursuant to the Third Bareboat Charterparty, Shanghai Maritime has agreed 10 lease “Da
Qing 88" to the Company.

Charter payment and payment terms

Under the Third Bareboat Charterparty, the Company will pay to Shanghai Maritime an
aggregate charter payment of US8$3,202,500 (approximately HK$24,819,375) which is the annual
cap under the Third Barebeat Charterparty for the financial year ending 31 December 2008. Such
payment is expected to be funded by internal resources.

—_ 14 —



LETTER FROM THE BOARD

The monthly charter payment for “Da Qing 88" will be payable by the Company in advance
on the first working day of each calender month (based on a 30-day month). The charter payment
is determined with reference to market terms of barebeat charterparties of similar oil tankers.
The Board considers determination basis and consequently such charter payment to be fair and
reasonable, on normal commercial terms and are in the interest of the Company and the
Shareholders, taken as a whole.

Charter period

The Third Bareboat Charterparty will be effective frem 1 January 2008 and will expire on
31 December 2008 (both dates inclusive).

Other Significant Terms
During the charter period of the Third Bareboat Charterparty, the Company will:
(i} be responsible for all necessary repair of “Da Qing 88”;
(i1) insure *Da Qing 88” against marine, war and compensation risks; and

(iii) have the right to re-charter “Daging 88", but it shall be entitled 1o the rights and be
liable to the obligations under the Third Bareboat Charterparty.

During the charter period of the Third Bareboat Charterparty, Shanghai Maritime is not
allowed to transfer its ownership of the “Daqing 88" or assign the right to receive any of the
charter payment.

Should any dispute arise between Shanghai Maritime and the Company in respect of the
Third Bareboat Charterparty which remains unresolved after reasonable discussions, such
dispute shall be referred to the China Maritime Arbitration Committee for arbitration in
Shanghai, the PRC.

The Third Bareboat Charterparty is subject to the confirmation, ractification and approval
by the Independent Shareholders at the EGM. The Third Bareboat Charterparty will be
terminated if the Independent Shareholders do not approve the Third Bareboat Charterparty at the
EGM.

THE FOURTH BAREBOAT CHARTERPARTY

Date 14 November 2007

Parties

Lessor: China Shipping (HK) Holdings

Lessee: Xi Chuan Shipping S.A., an indirect subsidiary of the Company
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“Song Lin Wan”

“Song Lin Wan” was constructed by an independent third party shipyard in Japan, and was
acquired by China Shipping (HK) Holdings upon completion of its construction on 27 November
2002, with a gross tonnage of approximately 56,358. “Song Lin Wan" is used for international
oil transportation.

Leasing of “Song Lin Wan”

Pursuant to the Fourth Bareboat Charterparty, China Shipping (HK) Holdings has agreed (o
lease “Song Lin Wan” to the lessee.

Charter payment and payment terms

Under the Fourth Bareboat Charterparty, the leasee will pay to China Shipping (HK)
Holdings an aggregate charter payment of US$6,954,000 (approximately HK$53,893,5(00) which
is the annual cap under the Fourth Bareboat Charterparty for the financial year ending 31

December 2008 and is expected to be funded by internal resources.

The monthly charter payment for “Song Lin Wan" shall be payable by the leasee in advance
on the first working day of each calender month (based on a 30-day month). The charter payment
is determined with reference to market terms of bareboat charterparties of similar oil tankers.
The Board considers such determination basis and consequently such charter payment to be fair
and reasonable, on normal commercial terms and are in the interest of the Company and the
Shareholders, taken as a whole.

Charter period

The Fourth Bareboat Charterparty will be effective from 1 January 2008 and will expire on
31 December 2008 (both dates inclusive)

Other significant terms
During the charter period of the Fourth Bareboat Charterparty, the leasee shall:
(i) be responsible for all necessary repair of “Song Lin Wan™;
(ii) insure “Song Lin Wan" against marine, war and compensation risks; and
(iii) have the right to re-charter “Song Lin Wan”, but it shall be entitled to the rights and

be liable to the obligations under the Fourth Bareboat Charterparty.
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During the charter period of the Fourth Bareboat Charterparty, China Shipping (HK)
Holdings is not allowed to transfer its ownership of the “Song Lin Wan” or assign the right to
receive any of the charter payment.

Should any dispute arise between China Shipping (HK) Heldings and Xi Chuan Shipping
S.A. in respect of the Fourth Bareboat Charterparty, which remains unresolved after reasonable
discussions, such dispute shall be referred to the China Maritime Arbitration Committee for
arbitration in Shanghai, the PRC.

The Fourth Bareboat Charterparty is subject to the confirmation, ractification and approval
by the Independent Sharcholders in the EGM. The Fourth Bareboat Charterparty will be
terminated if the Independent Shareholders do not approve the Fourth Bareboat Charterparty at
the EGM.

REASONS FOR, AND BENEFITS OF, ENTERING INTO THE CHARTERPARTIES

Further information about the existing charterparties of the relevant vessels were disclosed
in the Company’s announcement dated 22 December 2004 and circular dated 14 January 20035,
as well as the Company’s 2005 and 2006 annual reports.

For the First Bareboat Charterparties and the Second Bareboat Charterparties:

0Oi] and cargo transportation are major businesses of the Group. Therefore, the Group has
taken a series of effective measures in order to achieve maximum usage of its shipping capacity
(including leasing of container vessels). The First Bareboat Charterparties and the Second
Bareboat Charterparties enable the Group te achieve the above aim. The Directors believe that
since China Shipping and the Group had maintained an amicable and continual business
relationship, the continuation of the transactions as contemplated under the First Bareboat
Charterparties and the Second Bareboat Charterparties would continue to bring a steady stream
of income to the Group.

Since China Shipping had undertaken to the Company not to engage in competing business
with the Group, the teasing of container vessels to associates of China Shipping would not have
any material impact on the business operations of the Group.

For the Third Bareboat Charterparty and Fourth Bareboat Charterparty:

The Group also aims to maintain the steady increase of its operating results in ralation to
oil and cargo transportation for international routes. The leasing of “Song Lin Wan” and “Da
Qing 88", both relatively large oil tankers, would continue to enable the Group to enhance its
international shipping capacity.

Particulars of the Transactions will be disclosed in the Company’s 2007 annual report and
accounts in compliance with reporting requirements under Rule 14A.45 of the Listing Rules.
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10. MAJOR TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

Under the Listing Rules, the entering into of the First Agreements when aggregated with the
agreements for the construction of six tankers of 76,000 dwt each for the transportation of crude oil
and refined oil between the Company and the Vendors (details of which were contained in the
Company’s announcements dated 2 March 2007) constitutes a major transaction of the Company. The
entering into of the Second Agreements when aggregated with the agreements for the construction of
four tankers of 308,000 dwt each between the Company, C5SC and Guangzhou Longxue (details of
which were contained in the Company’s announcement dated 30 October 2006) and the agreements for
the construction of four VLOCs each of 230,000 dwt between CS Development Hong Kong and
Guangzhou Longxue (details of which were contained in the Company’s announcement dated 2
February 2007) also constitutes a major transaction of the Company.

China Shipping holds approximately 47.46% of the issued share capital of the Company and is
the controlling shareholder of the Company. Each of CSCL, CSCL (Asia), Shanghai Maritime, China
Shipping (HK) Holdings is an associate (as defined in the Listing Rules) of China Shipping and is a
connected person {as defined in the Listing Rules) of the Company. Accordingly, the Transactions
constitute continuing connected transactions of the Company, There are no other transactions of the
same nature with China Shipping and its associates (as defined in the Listing Rules) which require
aggregation to the Transactions under the Listing Rules.

As the applicable percentage ratios {cther than the market value ratios) in respect of the
Transactions are more than 2.5%, the Transactions are not only subject to the reporting and
announcement requirements under Rules 14A.45 to 14A.47 of the Listing Rules but also require the
approval of the Independent Shareholders.

The purpose of this circutar is to provide you with details of the transactions under the
Agreements and the Charterparties, together with a notice convening the EGM, China Shipping, the
controlling Shareholder of the Company, does not have and, as far as the Directors are aware having
made all reasonable enquiries, no other Shareholder has a material interest in the Agreements. As such,
no Sharehelder will be required under the Listing Rules to abstain from voting on the Agreements at
the EGM.

In view of the interest of China Shipping and its associates in the Transactions, they will abstain
from voting on the relevant resolutions at the EGM. To the best of the Directors’ knowledge and belief
having made all reasonable enquiries, no other Shareholders will need to abstain from voting at the
EGM for approving the Transactions.

11. EGM

It is proposed that the EGM be convened on Friday, 18 January 2008 to consider and if through
fit, approve the Agreements and the Charterparties. A notice of the EGM is set out on pages N-1 to
N-5 of this circular.
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A form of proxy for use at the EGM is enclosed. Whether or not you are able to attend the EGM,
you are requested to complete the accompanying form of proxy in accordance with the instructions
printed thereon and return the same to the Company’s branch share registrar in Hong Kong, Hong
Kong Registrars Ltd. at Room 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong as soon as possible and in any event not less than 24 hours before the time
appoeinted for any adjournment thereof. Completion and return of the form of proxy shall not preclude
you from attending and voting in person at the EGM or any adjourned meeting should you so wish.

Pursuant to the articles of association of the Company, a resolution put 1o vote at a general
meeting shall be decided on a show of hands unless a poll is required by the rules of the Stock
Exchange or the SFC (before or on the declaration of the result of the show of hands or on withdrawal
of any other demand for a poll) is duly demanded. A poll may be demanded by:

(a) the Chairman of the meeting;

(b) at least two members present in person or by a duly authorized corporate representative or
by proxy and entitled to vote at the meeting;

{c) any member or members present in person or by a duly authorized corporate representative
or by proxy and representing in the aggregate not less than one-tenth of the total voting
rights of all members having the right to attend and vote at the meeting; or

(d) any member or members present in person or by a duly authorized corporate representative
or by proxy and holding shares conferring a right to attend and vote at the meeting on which
there have been paid up sums in the aggregate equal to not less than one-tenth of the total
sum paid up on all shares conferring that right.

12. INFORMATION ABOUT THE COMPANY

The business scope of the Company includes coastal, ocean and Yangtze River cargo
transportation, container transportation, oil transportation, international passenger transportation
chartering, cargo agency and cargo transportation agency.

13. RECOMMENDATION

The Directors (including the Independent nen-executive Directors) consider that the Agreements
and the Charterparties are in the ordinary course of business of the Group and their terms {including
the annual caps thereunder) are determined on an arm'’s length basis, on normal commercial 1erms and
fair and reasonable and in the interests of the Company and the Shareholders as a whole. Accordingly,
the Board recommends the Shareholders to vote in favour of the ordinary resolutions set out in the
notice the EGM for the approval of the Agreements and the Charterparties (including the annual caps
thereunder),
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14. ADDITIONAL INFORMATION

Your attention is drawn to the letter from the Independent Board Committee, the letter from the
Independent Financial Advisor and the additional information set out in the Appendices to this

circular.

Yours faithfully,
China Shipping Development Company Limited
Li Shaode
Chairman
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CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

{a joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 1138)

26 November 2007
To the Independent Shareholders

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
CHARTER OF VESSELS AND TANKERS

We have been appointed as the Independent Board Committee to advise you in connection with
Charterparties, details of which are set out in the Letter frem the Board contained in the circular to
the Shareholders dated 26 November 2007 (the “Circular”), of which this letter forms part. Terms
defined in the Circular shall have the same meanings when used herein unless the context otherwise

requires.

Having considered the Charterparties and the advice and opinion of the Independent Financial
Adviser in relation thereto as set out on pages 22 to 31 of the Circular, we are of the opinion that the
Charterparties are in the ordinary course of business of the Group and their terms (including the annual
caps thereunder) are fair and reasonable and are entered into on normal commercial terms so far as
the Independent Shareholders are concerned and the Charterparties are in the interests of the Company
and the Shareholders as a whole. We therefore recommend that you vote in favour of the ordinary
resolutions to be proposed at the EGM to approve the Charterparties (including the annual caps

thereunder).
Yours faithfully,
Mr, Ma Xun Mr. Xie Rong Mr. Hu Henggao Mr. Zhou Zhanqun
Independent Independent Independent Independent

non-executive Director non-executive Director non-executive Director non-executive Director
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5th Fleor, 8 Queen’s Road Central, Hong Kong

evolution / :
WATTERSON SECURITIESA ;Eel' (2;5522)) 22552256 1]9999%
ax:

26 November 2007

The Independent Board Committee

and the Independent Shareholders

China Shipping Development Company Limited
168 Yuanshen Road

Shanghai
The PRC
Dear Sirs,
CONTINUING CONNECTED TRANSACTIONS
CHARTER OF VESSELS AND TANKERS
INTRODUCTION

We refer to our appointment as independent financial adviser to the Independent Board
Committee in relation to the continuing connected transactions relating to the Transactions, detailed
of which are set out in the Circular dated 26 November 2007 to the Shareholders, of which this letter
forms part. Capitalized terms in this letter have the same meanings as those defined in the Circular
unless the context otherwise requires.

On 14 November 2007, the Group entered into the Charterparties pursuant to which the Company
and its subsidinries agreed to lease certain vessels and tankers to and from associates of China
Shipping for a total consideration of US$17.0 million (approximately HK$132,065,735). The vessels
leased to associates of China Shipping comprise of 4 PRC-registered and 5 foreign-registered
container vessels. The vessels leased from associates of China Shipping comprise of | PRC-registered
and 1 foreign-registered oil tankers.

China Shipping is the controlling shareholder of the Company holding approximately 47.46% of
the issued share capital of the Company and therefore is a connected person to the Company.
Consequently, the Charterparties constitute continuing connected transactions of the Company under
the Hong Kong Listing Rules and are subject to, among other things, the approval of the Independent
Shareholders.

We have been appointed by the Company to advise the Independent Board Committee and the
Independent Shareholders as to whether or not the terms of the Charterparties are fair and reasonable
so far as the Independent Shareholders are concerned and are in the interest of the Company and the
Shareholders as a whole, and whether the Independent Shareholders should vote in favour of the
continuing connected transactions.
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In formulating our recommendation, we have considered, amongst other things, (i) the
Charterparties; (ii) the Company’s 2006 annual report and 2007 interim report; and (iii) the financial
information as set out in the Appendix 1 to the Circular. We have also discussed with the managemeni
of the Group their plans and prospects for the Group.

In arriving at our recommendation, we have relied on the information and facts provided by the
Company and have assumed that any representations made to us are true, accurate and complete. We
have also relied on the statements, information, opinions and representations contained in the Circular
and the information and representations provided to us by the Directors and management of the
Company. We have assumed that all information, representations and opinions contained or referred
to in the Circular and all information, representations and opinions which have been provided by the
Directors and management of the Company for which they are solely responsible, are true and accurate
at the time they were made and will continue to be accurate at the date of the despatch of the Circular.
The Directors jointly and severally accept full responsibility for the accuracy of the information
contained in the Circular and confirm, having made all reasonable enquiries, that to the best of their
knowledge and belief, opinions expressed in the Circular have been arrived at after clue and careful
consideration and there are no other facts not contained in the Circular the omission of which would
make any such statement contained in the Circular misleading. We consider that we have been
provided with sufficient information on which to form a reasonable basis for our opinion. We have no
reason to suspect that any relevant information has been withheld, nor are we aware of any fact or
circumstance which would render the information provided and representations and opinions made to
us untrue, inaccurate or misleading. Having made all reasonable enquiries, the Directors have further
confirmed that, to the best of their knowledge, they believe there are no other facts or representations
the omission of which would make any statement in the Circular, including this letter, misleading. We
have not, however, carried out any independent verification of the information provided by the
Directors and management of the Company, nor have we conducted an independent investigation into
the business and affairs of the Group.

PRINCIPAL FACTORS AND REASONS

In arriving at our opinion on the terms of the Transactions, we have taken into consideration the
following factors and reasons:

1. Background information

The Group's principal business includes cargo transportation and oil transportation,

China Shipping, a PRC state-owned enterprise and the controlling shareholder of the Company,
is a large shipping conglomerate operates in different regions of the PRC and across the world.

On 22 December 2004, the Company and certain of its subsidiaries entered into several
agreements (the “Old Charterparties Agreements™) with certain associates of China Shipping, to lease
various container vessels and oil tankers to and from each other. The term under the Qld Charterparties
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Agreements began on 1 January 2005 and will expire on 31 December 2007 (both dates inclusive).
Aggregate annual charter payments under the Old Charterparties Agreements amount to
US$18,410,600. Details of the Old Charterparties Agreements are set out in the circular of the
Company dated 14 January 2005.

As stated in the Letter from the Board {“Letter from the Board™) in the Circular, on 14 Movember
2007, the Group entered into the Charterparties with certain associates of China Shipping for continual
leasing of the vessels and tankers vnder the Old Charterparties Agreements and the Charterparties
would expire on 30 June 2008 or 31 December 2008 (as the case may be). Details of the Charterparties
are set out in the Letter from the Board.

2. Key terms of the Charterparties

Agreement name First Bareboat Charterparties
Date of agreement : 14 November 2007
Parties N The Company (as Lessor)

. CSCL (as Lessee)

Subject matter :  The Company agreed to lease the following vessels to CSCL:
(1) Xiang Li, a 18,391 tonnes gross tonnage container vessel,
(2) Xiang Mao, a 18,112 tonnes gross tonnage container vessel;
(3} Xiang Yue, a 18,112 tonnes gross tonnage container vessel; and

(4) Xiang Zhuang, a 18,391 tonnes gross tonnage conlainer vessel

Consideration : US$2,038,400, (approximately HK$15,797,600) which was
determined by reference to market terms of bareboat charterparties
of similar container vessels.

Payment terms :  Advance payment for monthly charter payment should be made 15
days prior to the next calendar month except for the first and last
calendar month which is made according to the actual number of
chartered days in the month.

Tenure The First Bareboat Charterparties will be effective from | January
2008 and will expire on 30 June 2008 (both dates inclusive)
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Agreement name
Date of agreement

Parties

Subject matter

Consideration

Payment terms

Tenure

Second Bareboat Charterparties
14 November 2007

. Xiang Da Shipping S.A., Xiang Xing Shipping S.A., Xiang
Wang Shipping S.A. and Xiang Xiu Shipping S.A., all of which
are indirect wholly-owned subsidiaries of the Company (as
Lessor)

. CSCL {Asia) (as Lessee)

Lessor agreed to lease the following vessels to CSCL (Asia):
(1) Xiang Da, a 4,018 gross tonnage container vessel;

(2) Xiang Xiu, a 4,018 gross tonnage container vessel;

(3) Xiang Xing, a 4,960 gross tonnage container vessel,

(4) Xiang Wang, a 4,960 gross tonnage conlainer vessel; and

(5} Xiang Zhu, a 7,864 gross tonnage container vessel

US5$3,930,840, (approximately HKS$30,464,010) which was
determined by reference to market terms of bareboai charterparties
of similar container vessels.

Advance payment for monthly charter payment should be made 15
days prior to the next calendar month except for the first and last
calendar month which is made according to the actual number of
chartered days in the month.

The Second Bareboat Charterparties will be effective from 1 January
2008 and will expire on 31 December 2008 (both dates inclusive).
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Agreement name
Date of agreement

Parties

Subject matter

Consideration

Payment terms

Tenure

Agreement name
Date of agreement

Parties

Subject matter

Consideration

Payment terms

Tenure

Third Bareboat Charterparty
14 November 2007

. Shanghai Maritime (as Lessor)

. The Company (as Lessee)

The Company agreed to lease the following vessel from Shanghai
Maritime:

(1) Da Qing 88, a 51,565 gross tonnage oil tanker

US$3,202,500 (approximately HK$24,819,375) which was
determined by reference to market terms of bareboat charterparties
of similar oil tankers.

Advance payment for monthly charter payment should be made on
the first working day of each calendar month (based on a 30-day
month).

The Third Bareboat Charterparty will be effective from 1 January
2008 and will expire on 31 December 2008 (both dates inclusive)

Fourth Bareboat Charterparty
14 November 2007

. China Shipping (HK) Holdings (as Lessor)

. Xi Chuan Shipping S.A.,, an indirect subsidiary of the Company
(as Lessee}

Xi Chuan Shipping S.A., an indirect subsidiary of the Company,
agreed to lease the following vessel from China Shipping (HK)
Holdings:

(1) Song Lin Wan, a 56,358 gross tonnage oil tanker

US$6,954,000 (approximately HK$53,893,500) which was
determined by reference to market terms of bareboat charterparties
of similar oil tankers.

Advance payment for monthly charter payment should be made on
the first working day of each calendar month (based on a 30-day
month).

The Fourth Bareboat Charterparty will be effective from 1 Janvary
2008 and will expire on 31 December 2008 (both dates inclusive)

— 26 —




LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

3. Leasing rate comparison table

The following table shows the historical lease consideration under the Old Charterparties

Agreements as compared to the proposed lease consideration under the Charterparties:

Name of Vessels

First Bareboat Charterparties
Xiang Li, Xiang Mao, Xiang Yue, Xiang Zhuang

Second Bareboat Charterparties
Xiang Da, Xiang Xiu, Xiang Xing, Xiang Wang,
Xiang Zhu

Third Bareboat Charterparty
Da Qing 88

Fourth Bareboat Charterparty
Song Lin Wan

Total Annual Caps

Aggregated Annual
Charter Payment

(2005 -2007)

US5$4,088,000

US§3,920,100

US8%3,467,500

US$6,935,000

Proposed Annual
Charter Payment
(2608)
US$4,076,800'

US$3,930,840

US8$3,202,500

US$6,954,000

US5%18,410,600

US$17.040,7402

I. Proposed First Bareboat Charterpartics agreement is only for 6 months tenure with US$2,038.400 consideration

and the US3$4,076,800 consideration shown is for comparisen purposes only

2. Annual caps of US$17,040,740 includes only US5$2,038,400 as the consideration for First Barchoat Charterparties

agrecment.
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Information on the Vessels

A summary of key information of the Vessels is set out as follows:

Name

Xiang Li

Xiang Mao

Xiang Yue

Xiang Zhuang

Xiang Da

Xiang Xiu

Xiang Xing

Xiang Wang

Xiang Zhu

Da Qing 88

Song Lin Wan

Nature

PRC registered container vesse! modified
from bulk carrier built in Tianjin, PRC

PRC registered container vessel modified
from bulk carrier built in Tianjin, PRC

PRC registered container vessel modified
from bulk carrier built in Tianjin, PRC

PRC registered container vessel modified
from bulk carrier built in Tianjin, PRC

Panama registered container vessel built
in Republic of Korea

Panama registered container vessel built
in Republic of Korea

Panama registered container vessel built
in Republic of Korea

Panama registered container vessel built
in Republic of Korea

Panama registered container vessel built
in Romania

PRC registered crude oil tanker built in
Japan

Panama registered crude oil tanker built
in Japan
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Age
(years)

15

21

DWT /GT
(tonnes)

20,189 / 18,391

29,195 / 18,112

29,195 / 18,112

29,189 / 18,391

5,658 /4,018

5,658 /4,018

6,800 7 4,960

6,800 / 4,960

8,634 7 7,864

90,261 / 51,565

105,965 / 56,358
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5, Basis of the charter payment

In assessing the fairness of the charter payment under the Charterparties, we have obtained from
an independent shipping broker, which are an independent third party not connected with the
Company, the following quotes of the vessels under the Charterparties:

Daily bareboat
rates adjusted
from daily time

Bareboat charter rate

Historical charter rate {net of crewing Discount

bareboat currently and maintenance) over market

charter rates used by the quoted by bareboat

Name of Vessels (2005-2007) Company shipping brokers charter rate
Xiang Li US$2,800 US$2,800 US$3,980* 29.6%
Xiang Mao US5%2,800 US$2,800 US$4,652* 39.8%
Xiang Yue US$2,800 US$2,800 USS$4,179* 33.0%
Xiang Zhuang US$2,800 US$2,800 US$3,821* 26.7%
Xiang Da US$1,370 Us$1,370 US$:,693 19.1%
Xiang Xiu USs§$t,370 US$1,370 US$1,706 19.7%
Xiang Xing USs$2,500 US3$2,500 US§$2,559 2.3%
Xiang Wang US$2,500 US$2,500 US$2,586 3.3%
Xiang Zhu US$3,000 US$3,000 1US5$3,428 12.5%
Da Qing 88 US$$9,500 US$8,750 US$9.900 11.6%
Song Lin Wan US$19,000 Us$19,000 US$$20,100 5.5%

* This quote provided by shipping brokers or advisers are for modern boats of speed reaching 20 knots

Under the First Bareboat Charterparties, Xiang Li, Xiang Mao, Xiang Yue and Xiang Zhuang are
leased by the Company to CSCL at a nominal daily rate of US$2,800 per vessel, representing a
discount of 29.6%, 39.8%, 33.0% and 26.7% to the respective daily bareboat rates adjusted from time
charter rate {net of crewing and maintenance) as quoted by shipping brokers or advisers as set out in
the above table. The Company's management explained that the discount on vessels were due to the
fact that the 4 vessels were originally bulk vessels but converted into container vessels in 1999,
Furthermore, these vessels have speed of around 11 knots, which is significantly below standard
container vessel of similar size at around 20 knots. Therefore, such slow vessel does not have any
demand and cannot be leased out for international long haul routes, limiting them to be employed as
short distance coastal transport as advised by the independent shipping broker, thus lowering their
value even further. Although there is not market rate for vessels with speed of around 11 knots, we
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are satisfied with using a fair market bareboat charter rate of vessels with similar size and standard
speed of 20 knots discounting them to reflect the actual speed. Thus we believe the First Bareboat
Charterparties are fair and reasonable to the Company and its shareholders as a whoie.

The Second Bareboat Charterparties, which covers Xiang Da, Xiang Xiu, Xiang Xing, Xiang
Wang and Xiang Zhu, are priced at a discount of 19.1%, 19.7%, 2.3%, 3.3% and 12.5% respectively
to the bareboat rates adjusted from time chartered rates (net of crewing and maintenance) obtained
from independent shipping broker. We understand that the Board believe that these five vessels are
aging and would require increasing maintenance cost, and with their limited size and reduced
operational efficiency, they believe the respective discounts reflect the true bareboat charterparty rates
of the vessels. Therefore, we consider that the proposed daily charterparty rates for the Second
Bareboat Charterparties as fair and reasonable to the Company and its shareholders as a whole.

The daily bareboat charterparty rate of Da Qing 88 under the Third Bareboat Charterparty is
discounted at about 11.6% against the prevailing time bareboat rates adjusted from time charter quote
(net of crewing and maintenance) for vessels of about 12 to 17 years old with DWT of 95,000 tonnes.
Given Da Qing 88 is older (2! years) and smaller, a discount of 11.6% is applied to reflect its aging
condition and small DWT. As the daily bareboat rate paid by the Company to its connected person
under the Third Bareboat Charterparty is not more than that of the market rate, we are of the view the
Third Bareboat Charterparty is fair and reasonable to the Company and its shareholders as a whole.

Song Lin Wan, under Fourth Bareboat Charterparty, is leased at a price of US$19,000 per day by
China Shipping (HK) Holdings to Xi Chuan Shipping S.A., represents a discount of about 5.5% to the
average prevailing bareboat rate adjusted from time charter quote (net of crewing and maintenance)
of vessels with similar size and age. As the daily bareboat rate paid by the Company to its connected
person under the Fourth Bareboat Charterparty is not more than that of the market rate, we are of the
view the Fourth Bareboat Charterparty is fair and reasonable 1o the Company and its shareholders as
a whole.

6. Reasons and benefit for the Charterparties

Oil and cargo transportation is a major part of the businesses of the Group. As confirmed by the
Directors, in order to maximize usage of the ships and maintain a steady stream of income, the Group
has initiated some strategic plans to lease out containers vessels owned by the Group companies to
China Shipping Group in the past decade. For the last three years, the Company has received an
aggregated revenue of approximately US$55,231,800 for the vessels leased out under Old
Charterparties Agreements.

The vessels leased out under First Bareboat Charterparties and Second Bareboat Charterparties
to CSCL and CSCL (Asia) respectively are container vessels. The Board acknowledges that China
Shipping Group will not engage in any business which competes with the container shipping business
of C8CL (being also set out in the prospectus of CSCL dated 4 June 2004). Since China Shipping has
undertaken not compete directly or indirectly with CSCL, the Board has advised us that the container
shipping vessels belonging to the Company will be leased to CSCL to generate leasing income instead.
As confirmed by the Directors, the Company has been leasing out their container vessels to these
connected parties the since its Group reorganization in 1998.
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As for the Third Bareboat Charterparty and Fourth Bareboat Charterparty, it is stated in the
Letter from the Board that the Company intends to strengthen its position as an oil transportation
company for both local and international route. The leasing of two large-sized ocean oil tankers, “Da
Qing 88" and “Song Lin Wan", allows the Company to position itself better in the oil shipping
business. The Company has been leasing “Da Qing 88" and “Song Lin Wan” since 1998 and 2003
respectively.

In view that the Company has been leasing to and from the China Shipping group companies of
container vessels and oil tankers for up to nine years; and such vessel leasing is in line with the
Company’s strategic business plan, we are of the view that entering into the Charterparties is in the

interest of the Company and its shareholders as a whole.

RECOMMENDATION

Having considered the above principal factors and reasons, we are of the opinion that the terms
of the Charterparties are on normal commercial terms, in the ordinary and usual course of business and
are fair and reasonable so far as the Independent Shareholders are concerned and are in the interest
of the Company and the Shareholders as a whole.

Accordingly, we would recommend the Independent Board Committee to advise the Independent
Shareholders to vote in favor of the resolutions to approve the Charterparties at the EGM.

Yours faithfully,

For and on behalf of
Evolution Watterson Securities Limited
Edward Wu
Director




APPENDIX I

FINANCIAL INFORMATION ON THE GROUP

A. SUMMARY OF THE AUDITED CONSOLIDATED FINANCIAL INFORMATION FOR

THE THREE YEARS ENDED 31 DECEMBER 2006 AND THE UNAUDITED

CONSOLIDATED FINANCIAL INFORMATION FOR THE SIX MONTHS ENDED 30
JUNE 2006 AND 30 JUNE 2007 RESPECTIVELY

The following financial information has been extracted from the published audited financial

statements of China Shipping Development Company Limited (the “Company”) and its subsidiaries
(the “Group”) for the three years ended 31 December 2006 and the unaudited condensed financial
statements of the Group for the six months ended 30 June 2006 and 30 June 2007 respectively.

Results

Revenue
Operating costs

Gross profit
Other income and gains
Administrative expenses

Other expenses
Finance costs

PROFIT BEFORE TAX

Tax

PROFIT FOR THE YEAR/PERIOD

Attributable to:
Equity holders of the parent
Minority interests

Earnings per share

Dividends

—_ 11 —

Year ended 31 December

2004 2005 2006
Rmb'000 Rmb'000 Rmb'000
6,452,479 8,515,191 9,574,912

(4,017,284) (5,155,273) (6,193,679
2,435,195 3,359,918 3,381,233
212,944 266,186 386,614
(237,654) (253,295) (223,514)
(150,182) {90,699) (113,749)
{(106,012) (135,593) (128,721)
2,154,291 3,146,517 3,301,863
(308,674) (452,639) (543,015)
1,845,617 2,693,878 2,758,848
1,844,527 2,661,200 2,755,850

£,090 2,678 2,998

1,845,617 2,693,878 __5!.758,848
55.46 cents 80.91 cents 82.86 cents
498,900 997,800 997,800
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Items

Revenue
Operating costs

Gross profit

Other income and gains
Selling and distribution costs
Administrative expenses
Other expenses

Finance costs

Share of profits of jointly-controlled entities

FROFIT BEFORE TAX
Tax

PROFIT FOR THE PERIOD

Attributable to:
Equity holders of the parent
Minority interests

EARNINGS PER SHARE

DIVIDEND PER SHARE

Fer the six months ended

30 June
2007 2006
(Unaudited} {Unaudited)
Rmb' 000 Rmb'000
(Restated)
5,527,476 4,336,356
(3,073,730} (2,792,991)
2,453,746 1,543,365
257,494 111,488
(16,598) (13,979)
(92,700} (90,193}
(18,486) (24,819)
(96,924) (50,858
91,520 25.092
2,578,052 1,500,096
(374,440) (204,681)
2,203,612 1,295,415
2,203,612 1,293,741
— 1,674
66.25 cents 38.90 cents
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Assets, liabilities and minority interests

As at 31 December

2004 2005 2006

Rmb'000 Rmb'000 Rmb’000

Non-current assets 9,832,423 11,551,033 15,149,292
Current assets 1,886,181 1,836,324 2,074,276G
Total assets 11,718,604 13,387,357 17,223,562
Current liabilities . 1,122,971 1,073,261 2,658,498
Non-current liabilities 1,924,262 1,440,406 1,968,140
Total liabilities 3,047,233 2,513,667 4,626,638
Minority interests 12,291 24,969 —

8,659,080 10,848,721 12,596,924
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Assets, liabilities and minority interests

As at
30 June 2007 31 December 2006
{Unaudited) {Audited)
Rmb 000 Rmb' 000
(Restated)
Non-current assets 17,439,367 15,169,174
Current assets 2,185,350 1,835,282
Total assets 19,624,717 17,004,456
Current liabilities 2,573,038 2,606,708
Non-current liabilities 3,267,986 1,800,824
Total liabilities 5,841,024 4,407,532

13,783,693 12,596,924
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B. AUDITED FINANCIAL STATEMENTS OF THE COMPANY AND THE GROUP FOR
THE YEAR ENDED 31 DECEMBER 2006

Set out below are the published audited financial statements of the Company and the Group for
the year ended 31 December 2006 (the date of which the latest audited financial statements were made
up). Capitalized terms used in this sub-section have the same meanings as defined in the published
audited financial statements of the Company and the Group for the year ended 31 December 2006. The
reference to page numbers in this sub-section refers to page numbers of the published audited financial

statements of the Company and the Group for the year ended 31 December 2006.

CONSOQOLIDATED INCOME STATEMENT
Year ended 31 December 2006

2006 2005
Notes Rmb'000 Rimnb'000
Revenue 5 9,574,912 8,515,191
Operating costs (6,193,679) (5,155,273)
Gross profit 3,381,233 3,359,918
Other income and gains 5 386,614 266,186
Administrative expenses (223,514) (253,295)
Other expenses (113,749 {90.699)
Finance costs 7 (128,721) (135,593)
PROFIT BEFORE TAX 6 3.301,863 3,146,517
Tax 10 (543,015) (452,639)
PROFIT FOR THE YEAR 2,758,848 2,693,878
Attributable to:
Equity holders of the parent 11 2,755,850 2,691,200
Minority interests 2,998 2,678
2,758,848 2,693,878
DIVIDEND
Proposed final 12 997,800 997,800
EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT 13 82.86 cents 80.%91cents
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CONSOLIDATED BALANCE SHEET
31 December 2006

NON-CURRENT ASSETS
Property, plant and equipment
Available-for-sale investments
Deferred staff expenditure
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Bunker oil inventories

Trade and bills receivables

Prepayments, deposits and other receivables

Equity investments at fair value through profit or loss
Derivative financial instruments

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Tax payable

Other payables and accruals

Current portion of interest-bearing bank and other
borrowings, and finance lease payables

Total current liabilities
NET CURRENT ASSETS/ (LIABILITIES)

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Deferred tax liabilities

Interest-bearing bank and other borrowings, and finance

lease payables

Total non-current liabilities

Net assets

— 16 —

Notres

14
17
19
30

20
21
18
25
22

23

24

26

30

27

2006 2005
Rmb’000 Rmb’000
15,079,291 11,468,121
4,578 4,000
45,333 58,117
20,090 20,795
15,149,292 11,551,033
202,432 266,701
428,159 227,913
619,857 163,783
159,000 —
1,044 —
663,778 1,177,927
2,074,270 1,836,324
227,299 216,888
56,001 41,417
868,625 519,315
1,506,573 295,641
2,658,498 1,073,261
(584,228) 763,063
14,565,064 12,314,096
80,082 —
1,888,058 1,440,406
1,968,140 1,440,406
12,596,924 10,873,690
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2006 2005
Notes Rmb’000 Rmb’000
EQUITY

Equity attributable to equity holders of the parent
Issued capital 31 3,326,000 3,326,000
Reserves 32 8,273,124 6,524,921
Proposed final dividend 12 997,800 997,800
12,596,924 10,848,721}
Minority Interests —_ 24,969
Total equity 12,596,924 10,873,690

Li Shaode Mao Shijia
Director Director
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CONSOQLIDATED SUMMARY STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2006

2006 2005
Notes Rmb’ 000 Rmb’'000

TOTAL EQUITY
At beginning of year

As previously reported 10,848,721 8,659,080

Adoption of a new accounting policy —_ 1,386
As restated 10,848,721 8,660,466
Net profit for the year 2,755,850 2,691,200
Change in the exchange fluctuation reserve and net gains

and losses not recognised in the income statement 32 (10,890) (4,045)
Change in fair value of available-for-sale investments 32 182 —
Change in fair value of derivative financial instruments 32 861 —
Dividend paid on ordinary shares (997,800) (498,900)
Equity attributable to equity holders of the parent 12,596,924 10,848,721
Minority interests — 24,969
Total equity 12,596,924 10,873,690
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CONSOLIDATED CASH FLOW STATEMENT
Year ended 3! December 2006

2006 2005
Note Rmb’000 Rmb'000
Net cash inflow from operating activities 33(a) 3,366,584 3,677,542
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 24,893 24,508
Payments for construction in progress (3,340,095) (2,616,029)
Purchases of items of property, plant and equipment €1,173,642) (19,923)
Proceeds from disposal of items of property, plant and
equipment 162,224 134,831
Liguidation of a subsidiary 33(c) (45,221) —_
Addition in equity investments at fair value through profit
or loss (74,200} —_
Addition in available-for-sale investments (364) —_
Net cash outflow from investing activities (4,446,405) (2,476,613
CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid (124,248) (143,394}
Dividend paid (997.800) (498,900}
New bank loans 3,948,194 1,070,250
Repayment of bank foans (2,228,995) (1,704,602)
Capital element of finance lease rental payments (60,615) (64,957)
Minority share of increase in capital of a subsidiary —_ 10,000
Net cash inflow/(outflow) from financing activities 536,536 (1,331,603)
NET DECREASE INCASH AND CASH EQUIVALENTS (543,285) (130,674)
Cash and cash equivalents at beginning of year 1,177,927 1,312,646
Effect of foreign exchange rate changes, net 29,136 (4,045)
CASH AND CASH EQUIVALENTS AT END OF YEAR 663,778 1,177,927
ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS
Cash and bank balances 626,329 865,715
Time deposits with original maturity of less than three
months when acquired 37,449 312,212
663,778 1,177,927
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BALANCE SHEET
31! December 2006

NON-CURRENT ASSETS

Property, plant and equipment

Interests in subsidiaries

Invesiments in jointly-controlled entities
Available-for-sale investments

Deferred staff expenditure

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Bunker oil inventories

Trade and bills receivables

Prepayments, deposits and other receivables

Equity investments at fair value through profit or loss
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Tax payable

Other payables and accruals

Current portion of interest-bearing bank and other
borrowings, and finance lease payables

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Deferred tax liabilities

Interest-bearing bank and other borrowings, and finance

lease payables
Total non-current liabilities

Net assets

— [-10 —

Notes

14
15
16
17
19
30

20
21
18
22

23

24

26

30

27

2006 2005
Rmb’000 Rmb’ 000
10,715,050 9,746,029
4,140 386,009
931,839 100,000
4,578 4,000
45,333 58,117
15,854 15,565
11,716,794 10,309,720
192,132 257,506
392,038 210,827
2,195,406 1,336,108
159,000 —
370,808 602,710
3,309,384 2,407,151
213,899 203,898
52,293 39,688
332,793 360,634
1,366,995 265,356
1,965,980 869,576
1,343,404 1,537,575
13.060,198 11,847,295
12,752 —
760,620 1,364,593
773,372 1,364,593
12,286,826 10,482,702
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2006 2005
Notes Rmb 000 Rmb 000

EQUITY
Issued capital 31 3,326,000 3,326,000
Reserves 32 7,963,026 6,158,902
Proposed final dividend 12 967,800 997,800
12,286,826 10,482,702

Li Shaodei Mao Shijia
Director Director
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NOTES TO FINANCIAL STATEMENTS
3! December 2006

1. CORPORATE INFORMATION

China Shipping Deveclopment Company Limited (the “Company”) is a joint stock company with limited liability
established in the People’s Republic of China (the “PRC”). The registered office of the Company is located a1 168 Yuan Shen
Road, Shanghai, the PRC. During the year, the Company and its subsidiaries (the “Group™) were invelved in the following
principul activities:

(a) investment holding: and

(b)  oil and cargo shipment along the PRC coast and international shipment,

In the opinion of the dircctors, the Company’s ultimate holding company is China Shipping (Group} Company (“China
Shipping”), a state-owned enterprise established in the PRC.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Stundards
{"HKFRSs™) (which also include Hong Kong Accounting Standards ("HKASs™) and Interpretations} issued by the Hong Kong
Institute of Certified Public Accountants. accounting principles generally accepted in Hong Keng and the disclosure
requirements of the Hong Kong Compunies Ordinance. They have been prepared under the historical cost convention, except
for the measurement of certain items of property, plant and equipment, derivative financial instruments and equity investments,
which have been measured at fair value, These financial statements are presented in Renminbi ("Rmb™) and all values are
rounded (o the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for the year
ended 31 December 2006. The results of subsidiaries are consolidated from the date of acquisition. being the date on which the
Group obtains control, and conlinue to be consolidated until the date that such contral ceases. All significant intercompany
transactions and balances within the Group are eliminated on consolidation.

Minority interests represent the interests of outside sharchelders not held by the Group in the results and net assets of
the Company’s subsidiaries.

2.2  IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

The Group has adopted the follewing new and revised HKFRSs for the first time for the current year's financial
statements. Except for in certain cases, giving risc to new and revised accounting policies and additional disclosures. the
adoption of these new and revised standards and interpretation has had no material effect on these financial statements:

» HKAS 21 Amendment Net Investment in a Foreign Operation

s HKAS 27 Amendment Consolidated and Separate Financial Statements:
Amendments as a conscquence of the Companies
{Amendment) Ordinance 2005

« HKAS 39 & HKFRS 4 Financial Guarantee Contracts

Amendments
¢ HKAS 39 Amendment Cash Flow Hedge Accounting of Forecast Intragroup Transactions
e HEKAS 39 Amendment The Fair Value Option
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o HEK(IFRIC)-Int 4 Determining whether an Arrangement containg o Lease

The principal changes in accounting policies are as follows:

(2 HKAS 21 The Effects of Changes in Foreign Exchange Rates

Upon the adoption of the HKAS 21 Amendment regarding a net investment in a foreign operation, all exchange
differences arising from a monetary item that forms part of the Group’s net investment in a foreign operation are
recognised in a separate component of equity in the consolidated financial statements irrespective of the currency in
which the monetary item is denominated. This change has had no material impact on these financial statements as at 31
December 2006 or 31 December 2005.

(b) HKAS 27 Consolidated and Separate Financial Statements

The adoption of the revised HKAS 27 has resulted in a change in accounting policy relating to the definition of
a subsidiary for the purpose of the consolidated financial statements. This change has had no material impact on these
financial statements.

(¢} HKAS 39 Financial Instruments: Recognirion and Measurement

(i} Amendment for financial guarantee contracts

This amendment has revised the scope of HKAS 39 to require financial guarantee contracts issued that are
not considered insurance contracts to be recognised initially at fair value and to be remeasured al the higher of
the amount determined in accordance with HKAS 37 Provisions, Contingent Liabilities and Contingent Assets and
the amount initially recognised less, when appropriate, cumulative amortisation recognised in accordance with
HKAS 18 Revenue. The adoption of this amendment has had no material impact on these financial statements.

(ii)  Amendment for the fair value option

This amendment has changed the definition of a financial instrument classified as fair value through profit
or loss and has restricted the use of the option 1o designate any financial asset or any financial liability to be
measured 4t fair value through the income statement. The Group had not previously used this option, and hence
the amendment has had no effect on the financial statements.

(iii)  Amendment for cash flow hedge accounting of forecast intragroup transactions

This amendment has revised HKAS 39 to permit the foreign currency risk of a highly probable intragroup
forecast transaction to qualify as a hedged item in a cash flow hedge, provided that the transaction is denominated
in 4 currency other than the functional currency of the entity entering into that transaction and that the foreign
currency risk will affect the consolidated income statement, As the Group currently has no such transactions, the

amendment has had no effect on these financial statements.

(d} HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease

The Group has adopted this interpretation as of 1 Junuary 2006, which provides guidance in determining whether
arrangements contain a lease to which lease accounting must be applied. This interpretation has had no material impact
on these financial statements.
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2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet effective, in
these finsnciul statements,

HKAS | Amendment Capital Disclosures

HKFRS 7 Financial Instruments:
Disclosures

HKFRS 8 Operating Segments

HK(IFRIC)-Tnt 7 Applying the Restatement

Approach under HKAS 29
Financial Reporting in Hyperinflationary Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

HE{(IFRIC)-Int 9 Reassessment of Embedded Derivalives
HE(IFRIC)-Int10 Interim Financial Reporting and [mpairment
HEK(FRIC)-Intll HKFRS 2-Group and Treasury Share Transaction
HK(IFRIC)-Int12 Service Concession Arrangements

HKAS 1 Amendment shalt be applied for annual periods beginning on or afler 1 January 2007, The revised stundard will
affect the disclosures about qualitative information about the Group's objective. policies and processes for managing capital;
guantitative dala about what the Company regards as capital; and compliance with any cupital requirements and the
consegquences of any non-compliance.

HKFRS 7 shall be applied for annual periods beginning on or after ! January 2007. The standard requires disclosures
that enable users of the financial statements to cvatuate the significance of the Group's financial instruments and the nature and
extent of risks arising from those financial instruments and also incorporates many of the disclosure requirements of HKAS 32.

HKFRS 8 shall be applied for annual periods beginning on or after 1 Janvary 2009 and will replace the existing HKAS
14 “Segment Reporting”. HKFRS 8 requires an cntity to adopt the “management approach™ to report on the financial
performance of its operating segments. Generally, the information to be reported would be that used internally for the purpose
of evaluating segment performance and deciding resources allocation to operating segments. Such information may be different
from what is used for preparing the income statement and balance sheet. HKFRS 8 therefore requires explanation of the basis
on how the segment information is prepared and reconciled to the income statement and balance sheet.

HK(IFRIC)-Int 7, HK{IFRIC)-Int 8, HK(IFRIC)-Int 9, HK(IFRIC)-Int 10 HK(IFRIC)-Int 1 and HR{IFRIC)-Tnt 12 shall
be applied for annual periods beginning on or after | March 2006, | May 2006, | June 2006, | November 2006, 1 March 2007
and | January 2008, respectively.

The Group is in the process of making an assessment of the impact of these new and revised HEFRSs upon initial
application, So far, it has concluded that while the adoption of the HKAS | Amendment and HKFRS 7 may result in new or
amended disclosures, these new and revised HKFRSs are unlikely to have a significant impact on the Group's results of
operations and financial position.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entitly whose financial and operating policies the Compuny controls, directly or indirectly, so as to
obtain bencfits from its activities.
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The results of subsidiaries are included in the Company's income statemenlt to the extent of dividends received and
receivable, The Company’s investments in subsidiaries are stated at cost less any impairment losses.

Joint ventures

A joint venturc is an entily set up by contractual arrangement, whereby the Group and other partics undertake an
cconemic activity. The joint venture operales as a separale cntity in which the Group and the other parties have an interest.

‘The joint venture agreement between the venturers stipulates the capital contributions of the joint venture partics, the
duration of the joint venture entity and the basis on which the assets ure to be realised upon its dissolution. The profits and
losses from the joint venture's operations and any distributions of surplus assets are shared by the venturers, either in proportion
Lo their respective capital comributions, or in accordance with the terms of the joint venture agreement.

A joint venture is treated as:

(a)  a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint veniure,

{b} a jointly-controlled entity, if the Group does not have unilateral control. but has joint control, directly or

indirectly, over the joint venture;

{c)  an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly, generally not
less than 20% of the joint venture's registered capital and is in a position to exercise significant influence over
the joint venture; or

(&)  an equity investment accounted for in accordance with HKAS 39, if the Group holds. directly or indirectly, less
than 20% of the joint venture’s registered capital and has neither joint control of, nor is in a position to exercise
significant influence over, the joint venture.

Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to joint coatrol, resulting in none of the participaling parties
having unilateral control over the economic activity of the jointly-controlled entity.

The Group's interests in its jointly-controlled entitics are accounted for by proportionate consolidation, which involves
recognising its share of the jointly-controlled entities’ assets, liabilities, income and expenses with similar items in the
consolidated financial statements on a line-by-line basis. Adjustments arc made to bring inte line any dissimilar accounting

policies that may cxist.

The results of jointly-controlled entities are included in the Company's income statement to the extent of dividends
received and receivable. The Company's investments in jointly-controlled entities are treated as non-current assels and are
stated at cost less any impairment losses,

Related parties

A party is considered to be related to the Group if:

ta)  the party, directly or indirecily through one or more intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in the Group that gives it significant influence over the
Group; or (iii) has joint control over the Group;

(b) the party is an associaie;
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(c)  the party is a jointly-controlled entity;

{d) the party is a member of the key management personnel of the Group or its parent;

{e)  the party is a close member of the family of any individual referred (o in (a) or (d}: or

(f) the party is an entity that is controlled, jointly controlled or significantly influenced by or for which significant

voting power in such entity resides with, directly or indirectly, any individual referred to in (d) or ().

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, arc stated at cost or valuation less accumulated
depreciation and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase price, costs
transferred from construction in progress, any directly attributable costs of bringing the asset to its working condition and
location for its intended use, as well as interest charges relating 1o funds borrowed during the periods of construction,
installation and testing. Expenditure incurred after items of property, plant and equipment have been put into operation, such
as repairs and maintenance, is normally charged to the income statement in the period in which it is incurred. In situations where
it can be clearly demonsirated that the expenditure has resulted in an increase in the future economic benelits expected Lo be
obtained from the use of an item of property, plant and equipment, and where the cost of the item can be measured reliably,

the expenditure is capitalised as an additional cost of that asset or as a replacement.

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each item of property, plani and

equipment 1o its residual value over its estimated useful life. The principal annual rates wsed for this purpose are as follows:

Leaschold improvements 10%

Vessels 4.36% to 19.2%
Machinery and equipment 6.67% to 20%
Motor vehicles 10% to 12.5%
Buildings 31.33%

Where parts of an item of property, plant and equipment have different uscful lives, the cost or valuation of that item

is allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and depreciation method are reviewed, and adjusted if appropriale, al each balance sheet
date.

An item of property, plant and equipment is derecognised upon disposal or when no future cconomic benefits are
expected from its use or disposal, Any gain or loss on disposal or retirement recognised in the income statement in the year

the asset is derecognised is the difference between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress mainly represents the construction or renovation of vessels, which is stated at cost less any
impairment losses, and is not depreciated. Cost comprises direct costs of construction and capitalised borrowing costs on related
borrowed funds during the periods of construction, installation and testing, Capilalisation of borrowing costs ceases when
substantially all the activities necessary to prepare the asset for its intended use are completed. No provision for depreciation
is made on construction in progress until such time when the relevant assets are completed and put into use. Construction in
progress is reclassified to the appropriate category of property, plant and equipment when completed and ready for use.
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Impairment of non-financial assets other than goodwill

Where an indication of impairment exists, or when annual impairment testing for an assetl is required (other than
inventories, deferred 1ax assets and financial assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount
is calculated as the higher of the asset's or cash-generating unit’s value in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case, the recoverable amount is determined for the cash-generating unit tc which the
asset belongs.

An impairment toss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pretax discounl rate that reflects
current market assessments of the time value of money and the risks specific to the asset. An impairment loss is charged to the
income statement in the period in which it arises, unless the asset is carried at a revalued amount, in which case the impairment
loss is accounted for in accordance with the relevant accounting policy for that revalued asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment
tosses may no longer cxist or may have decreased. If such indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill and certain financial assets is reversed only if there has been a
change in the estimates vsed to determine the recoverable amount of that asset, however not to an amount higher than the
carrying amount that would have been determined (net of any depreciation)}, had no impairment loss been recognised for the
asset in prior years. A reversal of such impairment loss is credited to the income statement in the period in which it arises, unless
the asset is carried at a revalued amount, in which case the reversal of the impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than legai title, are
accounted for as finance leases. At the inception of a finance lease, the cost of the leased assel is capitalised at the present value
of the minimum lease payments and recorded together with the obligation, excluding the interest eiement, Lo reflect the purchase
and financing. Assets held under capitalised finance leases are included in property, plant and equipment, and depreciated over
the shorter of the lease terms and the estimated uselul lives of the assets, The finance costs of such leases are charged Lo the
income statement so as to provide a constant periodic rate of charge over the lease lerms.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor arz accounted for as
operating leases. Where the Group is the lessor, assets leased by the Group under operating leases are included in non-current
assets, and rentals receivable under the operating leases are credited to the income statement on the straight-line basis over the
tease terms. Where the Group is the lessee, rentals payable under the operating leases are charged to the intome statement on
the straight-line basis over the lease terms.

Deferred staff expenditure

According to a housing reform scheme in Shanghai, the PRC, arrangements were made (o transfer staff quarters to
employees who agreed to remain in service for a period of 10 years. The net book value of the related staff quarters is recorded
as deferred staff expenditure and is amortised on the straipht-line basis to the income statement over the estimated beneficial
period of 10 years.

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as loans and receivables, available-for-sale financial assets and
financial assets at fair value through profit or loss, as appropriate. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair valuc through profit or loss, direetly attributable transaction
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costs. The Group considers whether a contract contains an embedded derivative when the Group first becomes a party to it. The
embedded derivatives are separated from the host contract which is not measured at fair value through profit or loss when the
analysis shows Lhat the economic characteristics and risks of embedded derivatives are not closely related 1o thuse of the host

contract,

The Group determines the classification of s financial assets after initial recognition and, where allowed and

appropriate, re-cvaluates this designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that the Group
commits Lo purchase or sell the asset, Regular way purchases or sales are purchases or sales of financial assets that require
delivery of asscts within the period generslly established by regulation or convention in the marketplace,

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market, Such asscts are subsequently carried at amortised cost using the effective interest method. Amortised cost is
calculated taking into account any discount or premium on acquisition and inciudes fees that are an integral pant of the effective
interest rate and transaction costs. Gains and losses are recognised in the income statement when the loans and reccivables are

derecognised or impaired, as well as through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial asscts are non-derivative financial assets in listed and unlisted equity securities that are
designated as available for sale or are not classified in any of the other two categories. After initial rzcognition,
available-for-sale financial assets are measured at fair value, with gains or losses recognised as o sepurate component of equity
until the investment is derecognised or until the investment is determined to be impaired. at which time the cumulative gain
or loss previously reported in equily is included in the income stalement.

When the fair value of unlisted equity securities cannot be reliably measured because (o) the variability in the range of
reasonable fair value estimates is significanmt for that invesument, or (b) the probabilitics of the various ¢stimates within the
range cannot be reasonably assessed and used in estimating fair value, such securitics are stated at cost less any impairment
losses.

Financial asseis at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assels
designated upon initial recognition as at fair value through profit or loss. Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the near term. Decivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as eifective hedging instruments or financial guarantee contracts. Gains
or losses on investments held for trading are recognised in the income statement.

Fair value

The fair vatue of investments that are actively traded in organised financial markets is determined by reference to quoted
market bid prices at the close of business at the balance sheet date. For investments where there is no active market, fair value
is determined using valuation technigues. Such techniques include using recent arm's length market transactions; reference to
the current market value of another instrument which is substantially the same; a discounted cash flow analysis: and other

valuation models.
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Impairment of financial assets

The Group assesses at cach balance sheet date whether there is any objective evidence that a financial asset or a group
of financial asscts is impaired.

Assets carried ar amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the difference belween the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate computed al initial recognition). The carrying amount ol the asset
is reduced either directly or through the use of an sllowance account. The amount of the impairment loss is recognised in the
income slatement.

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is
determined that no wbjective evidence of impairment exists for an individually assessed financial asset, whether significant or
not, the asset is included in a group of financial assets with similar credit risk characteristics and that group is collectively
assessed for impairment, Assels that are individually assessed for impairment and for which an impairment loss is or continues
to be recognised ure not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised. the previously recognised impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognised in the income statement, to the extent that the carrying value of the asset does not
exceed its amortised cost at the reversal date.

In rclution to trade receivables, a provision for impairment is made when there is objective evidence (such as the
probability of insolvency or significant financial difficulties of the debtor) that the Group will not be able to collect all of the
amounts due under the original terms of an invoice. The carrying amount of the receivables is reduced through the use of an
allowance account, Impaired debts are derecognised when they are assessed as uncuollectible,

Assets carried at vost

If there is objective evidence that an impairment loss on an unguoted equity instrument that is not carried at fair value
because its fair value cannot be reliably measured has been incurred, the amount of the loss is measured as the difference
between the assel’s carrying amount and the present value of estimated future cash flows discounted at the current market rate
of return for a similar financial asset. Impairment losses on these assets are not reversed.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (not of any principal
payment and amortisation) and its current fair value, less any impairment loss previously recognised in the income statement,
is transferred from equity to the income statement. Impairment losses on equity investments classified as available for sale are
not reversed through the income statement.

Derecognition of financial assets

A financial asset {(or, where applicable, a part of a financial asser or part of a group of similar linancial assets) is
derecognised where:

. the rights to receive cash flows from the asset have expired:
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. the Group retains the rights 1o receive cash flows from the asset, but has assumed an obligation to pay them in
full without material delay Lo a third party under a “puss-through” arrangement; or

. the Group has transferred its cights to receive cash flows from the asset and cither (a) has transferred substantially
all the risks and rewards of the asset, or {b) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

Where the Group has transferced its rights to receive cash flows from an assct and has neither transferred nor relained
substantially all the risks and rewards of the assct nor transferred control of the asset, the asset is recognised (o the extent of
the Group's continuing involvement in the asset, Continuing involvement that takes the form of a guarantee over the (ransferred
assel is measured at the lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

Where conlinuing involvement takes the form of a written and/or purchased oplion (including a cash-setled option or
similar provision) on the transferred asset, the extent of the Group’s continuing involvement is the amount of the transferred
asset that the Group may repurchasc, excepl in the case of a written put option (including a cash-scutled option or similar
provision) on an assel measured at fair value, where the extent of the Group's continving involvement is limited to the lower
of the fair valie of the transferred asset and the option exercise price.

Financial liabilities at amortised cost {Including Interest-bearing loans and borrowings)

Financial liabilities, including trade and other payables and interest-bearing bank and other borrowings, are initially
stated at fair volue less directly attributable transaction costs and are subsequently measured at amortised cost, using the
effective interest method unless the effect of discounting would be immaterial, in which case they are stated al cost.

Gains and losses are recognised in the income statement when the liabilities are derccognised as well as through the
amortisation process.

Derecopnition of financial liabllitles
A financial liability is derccognised when the obligation under the liability is discharged ot cancelled or cxpires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modificd. such an cxchange or modification is ireated as a derecognition of the
original liability and a recognition of a new liability, und the difference between the respective carrying amounts is recogniscd
in the income statement.

Derivative financial instruments and hedging

The Group uses derivative financial instruments, such as forward currency comtracts and interest rate swaps to hedge its
risks associated with interest rate and foreign currency fluctuations. Such derivative financial instruments are initially
recognised at fair value on the date on which a derivative contract is enlered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

Any gains or tosses arising from changes in fair value on derivatives that do not qualify for hedge accounting are tuken

direcily to the income statement.

The Fair value of forward currency contracts is calculated by reference to current forward exchange rates for contracts
with similar maturity profiles. The fair value of interest rate swap contracts is determined by reference (o the present value of
estimated future cash flows.
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For the purpose of hedge accounting, hedges are classified as:

. fair value hedges when hedging the exposure to changes in the fair vatue of a recognised asset or liability or an
unrccognised firm commitment (except for foreign currency risk); or

. cash flow hedges when hedging the cxposure to variability in cash flows that is either attributable to a particular
risk associated with a recognised asset or liability or a highly probable forecast transaction, or a foreign currency
risk in an unrecognised firm commitment.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedpe accounting, the risk management objective and its strategy for undertoking the hedge. The
documentation inctudes identification of the hedging instrument. the hedged ilem or transaction, the nature of the risk being
hedged and how the Group will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in the hedged
item's lair value or cash flows atlribulable to the hedged risk. Such hedges ure expected to be highly effective in uchieving
offsetling changes in fair value or cash flows and arc assessed on an ongoing basis to determine that they actually have been
highly effective thronghout the financial reporting periods for which they were designated.

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognised directly in equity, while the ineffective
portion is recognised immediately in the income statement,

Amounts taken to equity are transferred to the income statement when the hedged transaction affects the income
statement, such as when hedged financial income or financial expense is recognised or when a forecast sale occurs. Where the
hedged item is the cost of a non-financial asset or non-financial liability, the amounts taken to equity arc ransferred to the
initial carrying amount of the non-financial asset or non-financial liability.

If the forecust transaction or firm commitment is no longer expected 10 occur, the amounts previously recognised in
equity are transferred to the income statement. [f the hedging instrument expires or is sold, terminated or esercised without
replacement or rollover, or if its designation as a hedge is revoked, the amounts previously recognised in equity remain in equity
until the forecast transaction or firm commitment occurs.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue can
be measured reliably, on the following bases:

(a) from shipping operations, on the percentage of completion basis;

(b} from vessel chartering, on & time proportion basis over the lease terms;

(¢) from vessel management, in the period in which the vessels ure managed in accordance with the respective

agreements;

(d) from the sale of goods, when the significunt risks and rewards of ownership have been transferred to the buyer,
provided that the Group maintains necither managerial involvement o the degree usually associated with
ownership, nor effective control over the goods sold;
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(e)  interest income, on an accrual basis using the effective interest method by applying the rate that discounts the
estimated future cash receipts through the expected life of the financial instrument to the net carrying amount of
the financial asset; and

(fy  dividend income, when the shareholders® right to receive payment has been established.

In prior years, the Group adopted completion method to account for the revenue from shipping operations as a closc
approximation to the percentage of completion method. Since the Group has been increasingly engaged in long-distance
voyages, the dircetors consider it would be more appropriate to adopt the percentage of completion method to account for the
revenue from shipping operations starting from 1 January 2006, Since the impact of this change to the current year profit and
loss and the opening balance of retained profits are immaterial, no prior year adjustments have been made to the financial
slatements,

Bunker oil inventories and ship stores and spare parts

Bunker oil inventories are stated at cost less any provisions considered necessary by the directors. Cost is determined
on the weighted average cost method basis.

Ship stores and spare parts are charged as operating expenses when purchased.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of gualifying assets, i.e., assers that
necessarily take a substantial period of time to gel ready for their intended use or sale, are capital-ised as part of the cost of
those assets. The capitalisation of such borrowing costs ceases when the asscis are substantialiy ready for their intended use
or sale. Investment income carned on the lemporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised.

Income tax

Income tax comprises current and deferred tax, Income tax is recopnised in the income statement, or in equity if it relates
to items that are recognised in the same or a differemt period directly in equity.

Current tax asscts and liabilities for the current and prior perieds arc measured at the amount expected to be recovered
from or paid to the taxation authoritics.

Deferred tax is provided, using the llability method, on all temporary differences at the balance sheet date beiween the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxabie temporary differences, except:

. where the deferred tax liability arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and. at the time of the transaction. affects neither the accounting profit nor taxable

profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries and interests in
jointly-controlied eatities, where the timing of the reversal of the temporary differences can be controlted and it
is probable that the temporary differences will not reverse in the foresecable future.
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Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused tux credits and
unused tax losses, to the extent that it is probable thal taxable profit will be available against which the deductible iemporary
differences, and the carryforward of unused tux credits and unused tax losses can be utilised excepl:

. where the deferred tax asset relating to the deductible temporary differences arises from the initial recognition of
an asset or liability in o transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

. in respect of deduclible temporary differences associated with investments in subsidiaries and interests in
joinmly-controlled entities, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred 1ax assets is reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset o be utilised.
Conversely, previously unrecognised deferred 1ax assets arc rcassessed at each balance sheet date and are recognised to the
extent that it is probable that sufficient taxable profit will be available to nllow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset
is realised or the linbility is settled, based on tax rates (and tax laws) that have been enacted or substantively enacled at the

balance sheet date,

Deferred tax sssets and deferred tax liabilities are offset, if a Jegally enforceable right exists to set off current 1ax asscts
against current tax liabilitics and the deferred taxes relate to the same taxable entity and the same tazation authority.

Foreign currencies

These financial stalements are presented in Renminbi, which is the Company's functional and presentation currency.
Each entity in the Group determines its own functional currency and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency transactions are inilially recorded using the functional currency
rates ruling at the dute of the transactions. Munetary assets and liabilities denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling at the balance sheet date. All differences ure laken Lo the income statement.
Non-monetary items that are measured in lerms of historical cost in a foreign currency are translated using the eachange rates
at the dates of the initizl transactions. Non-monetary items measured at fair value in a forcign currency are transiated using the
exchange rales at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries are currencies other than the Renminbi. As at the balance sheet
date, the assets and liabilities of these entitics are translated into the presentation currency of the Company at the exchange rates
ruling at the balance sheet date, and their income statements are transiated into Renminbi at the weighted average exchange
rates for the year, The resulting exchange differences are included in the exchange fluctuation reserve, On dispesal of a foreign
entity, the deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised in the
income statement,

For the purpose of the consolidated cash flow statement. the cash flows of overscas subsidiaries are translated into
Renminbi at the exchange rates ruling at the dates of the cash flows. Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into Renminbi at the weighted average exchange rates for the year,

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within the equity
section of the balance sheel, until they have been approved by the shareholders in a general meeting, When these dividends have
been approved by the shareholders and declared, they are recognised as a liability.
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Cash and cash equlvalents

For the purpuse of the consolidated cash flow statement, cash and cash equivalents comprise cush on hand and demand
deposits, and short term highly liquid investments which are readily convertible into known amounts of cush and which ure
subject wo an insignificant risk of changes in value, and have a short maturity of generally within three months when acquired,

less bank overdrafts which are repayable on demand and form an integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and cash equivalents comprise cash on hand and at banks, incleding term

deposits and assets similar in nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event and it
is probable that a future outflow of resources will be required to settle the obligation, provided that a reliable estimute can be

made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the balance sheet
date of the future expenditures expecied (o be required to settle the obligation. The increase in the discounted present value

amount arising from the passage of time is included in finance costs in the income statement,

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the batance sheet date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial

year, ar¢ discussed below.

Depreciation of vessels

The Group determines the depreciation amount of vessels based on the estimated useful lives and residual values, which
are reviewed at each balance sheet date. The principal assumptions for the Groups estimation of the useful lives and residual
values include those related Lo the mode of operations, government regulations and scrap value of vessels in future. The carrying
amount of the Group's vessels as at 31 December 2006 was Rmb11,821,067,000.

Provision for losses incurred in accidents

Provision for losses incurred in accidents is made based on an assessment of the outcome of negotiations, arbitration or
litigation and the recoverability of losses from insurance companies, which requires management’s judgement and estimates,
Where the actual outcome or ¢xpectation in future is different from the original estimate, such differences will impact the
carrying value of the provisions and losses incurred in accidents/writc-back in the period in which such estimate has been
changed.
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4, SEGMENT INFORMATION

Segment information is presented by way of lwo segment formats: (i} on a primary segment reporting basis, by business

segment: and (if) on a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are structured and managed separately, according to the nature of their operations and

the services they provide. Each of the Group's businegss segments represents a strategic business unit that offers services which

are subject o risks and returns that are different from those of the other business segments. The Group's business segments are

catcgorised as follows:

(a)  oil shipment;

{b}  coal shipment; and

(c)  other dry bulk shipment

In determining the Group’s geographical segments, revenues and results are attributed to the segments based on domestic

and internationat shipment.

Business segments

The following table presents revenue and results information for the Group's business segments for the years ended 31

December 2006 and 20035.

Segment revenue:

Revenue

Segment results

Unallecated revenuve:
Other income and gains

Unallocated operating
expenses:
Administrative expenses
Other expenses

Finance costs

Profit before tax
Tax

Profit for the year

0Oil shipment
2006 2008
Rmb'000  Rmb'000

5,280,260 4,604,473

Other dry bulk
Conl shipment

Rmb 000  Rmb'000

3,414,539 2,992.241

Consolidated
2006 2005
Rmb'000  Rmb'000

9574912 8,515,191

1,767,750 1,726,895
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3,381,233 3,359.918

386,614 206,186

(223,514) (253,295)
(1131149 (90.699
(128,721 {13559

3,301,863 3,146,517
(543,015) (452.639)

2,753,848 2.693.378
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The net book values of oil vesscls and cargo vesscls at 31 December 2006 amounted to Rmb7,172,571,000 (2005:
Rmb6.424,833.000) and Rmb4,648,496.000 {2005: Rmb4,100.716,000), respectively. Since the Group's assts and liabilities
{other than the vessels) are not directly employed according to its business segments, nor could they be allocated 1o these

segments on a reasonable basis, business segment information relating 1o segment assets and liabilities is not presented,

Geographical segments

The following table presents revenue and segment results from operating activities by geographical area of operations
for the years ended 31 December 2006 and 2005.

Year ended Year ended
31 December 2006 31 December 2005

Revenue Contribution Revenee Contribution

Rmb'000 Rmb'000 Rmh 000 Rmb 000

Domestic 5.608,341 1,780,051 5,127,511 1,845,935
Interpnational 3,966,571 1,601,182 3,387,680 1,513,983
9,574,912 3,381,233 8.515,191 31,359,918

Other income and gains 386,614 266,186
Administrative cxpenses (223,514) (253,295)
Qther expenses (113,749) (90,699)
Finance cost (128,721) (135,593
Profil before 1ax 3,301,863 31,146,517
— ———

The principal assets employed by the Group are located in the PRC. and accordingly, no segment unalysis of ussets and

expenditure hus been prepared for the year,

5. REVENUE, OTHER INCOME AND GAINS

Revenue represents gross revenue arising from shipping operations, net of business taxes. Pursuant to various tax rules
and regulations in the PRC, revenues derived from sca freighting attributable to voyages departing from ports in the PRC and
from vessel chartering services are both subject to business tax at a rate of 3%. Business taxes charged 1o the income statement
for the year amounted to Rmb194,214,000 (2005: Rmb184,962,000).
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An analysis of revenue, other income and gains is as follows:

Revenue
Oil shipments
Coal shipments

Other dry bulk shipmenis

Other income
Interest income
Rental income from bare-boat charlering
Service income from vessel maragement
Income from coal sales
Others

Gains
Guin on disposal of items
of property, plant and equipment. net
Exchange losses, net
Fair value gains on equity investments at fair value through profit or loss
Others

Other income and gains
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2006
Rmb'000

5.280,260
3,414,539

B80,113

9.574,912

24,893
71,120
14,818
47,782

4,721

163,334

170,259
(43.517)
84,800
11,738

223,280

386,614

Group
2005
Rmb 000

4,604,473
2,992,241
918.477

8,515,191

24,508
77.891
13,302
37.009
A

158.037

107.529
(7,609)

8,229

108,149

266,186
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6.

PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/{crediting):

Group
2006 2005
Rmb'000 Rmb'000
Cost of shipping services rendered:
Bunker oi! inventories consumed and port fees 3.174,600 2,423,751
Others 3.019,079 2,731,522
Depreciation 1,000,165 922,049
Operaling lease rentals:
Land and buildings 22,592 23,255
Vessels 380,391 218,590
402,983 241,845
Auditors’ remuneration 3,278 3,174
Staff costs (including directors’ remuneration (note 8)):
Wages, salories and hiring of sea crew 623,080 666,931
Pension scheme contributions 81,712 80,414
704,792 747,345
Tr————— I——
Provision for bad and doubtful debis 247 1,075
Write-off of construction in progress 2.875 8.545
Amortization of deferred staff expenditure 12,784 12,784
Loss on liguidation of a subsidiary 17,254 —_
Dry-docking and repairs 413,058 436,582
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7. FINANCE COSTS

Group

2006 2005
Rmb'000 Renb ' 000

Interest on bank loans and other borrowings whelly repayable within five
years 123,932 138,563
Interest on finance leases 4,789 3422
Total interest 128,721 141,985
Less: Interest capitalised —_ (6.392)
128,721 135,593

et ——

8. DIRECTORS® AND SUPERVISORS' REMUNERATION

Directors’ and supervisors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161 of the

Companies Ordinance, is as follows:

Directors Supervisors

2006 2005 2006 2005

Rmb'000 Rmb'(00 Rmb 000 Rmb 000

Fees 180 180 e —
Other emoluments:

Salaries, allowances and benefits in kind 1,495 1,388 353 1,262

Pension scheme cosls 46 32 17 32

Total 1,721 1,600 370 1,294

{a) Independent non-exccutive directors

The fees paid (o independent non-executive directors during the year were as follows:

2006

Rmb 000

Mr. Zhou Zhanqun 60
Mr. Hu Honggao 60
Mr. Xie Rong 60
Mr. Ma Xun —
180

2005
Rmb 000

60
60
60

180

There were no other emoluments payable to the independent non-executive directors during the year (2005:Nil),
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(b) Executive directors and » non-executive director and supervisors

2006

Exccutive directors:

Mr.
. Lin Jianging

Non-cxecutive directors:

Li Shaode

. Wang Daxiong
. Zhang Guofa

. Mao Shijia

. Wang Kunhe

. Yao Zuozhi

Mr, Yao Zuozhi

Super

visors:

Mr. Kou Laiqi

Mr, Xu Hui

Ms. Chen Xiuling
Mr. Yan Mingyi

Mr. Zhang Rongbiao

2005

Exccutive directors:
Mr. Li Shaode
Mr. Wang Daxiong
Mr. Sun Zhitang

. Yao Zuozhi
. Mao Shijia
. Wang Kunhe

Fees
Rmb'000

Salaries,
allowances and
benefits in kind

Rmb'000

353
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Pension scheme
contributions
Rmb 000

46

Total
remuneration
Rmb 000

310
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Salaries,
allowances and  Pension scheme Total
Fees  benefits in kind contributions remuneration
Rmb 000 Rmb’'000 Rmb'000 Rmb'000

Supervisors:

Mr. Kou Laiqi — — —_ —
Mr.Yan Mingyi — 550 16 566
Mr. Zhang Rongbiao —_ 712 16 728
—_— 1,262 32 1.294

There was no arrangement under which a director or a supervisor waived or agreed 1o waive any remuneration
during the ycar.

9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three (2005: four) directors or supervisors. details of whose
remunecration are set out in note 8 above. Delails of the remuneration of the remaining two (2005: one} non-director.
non-supervisor, highest paid employee for the year are as follows:

GGroup
2006 2005
Rmb'00) Rmb 000
Salaries, allowances and benefits in kind 1,005 627
Pension scheme contributions 58 16
1,063 643

The number of non-director, non-supervisor, highest paid employees whose remuneration fell within the following band
is as fotlows:

Number of emplyees
2006 2005

Nil 1o Rmb§1,060,000

(]
—

19, TAX

Pursuant to the directive 1998 (250) jointly issued by the Shanghai State Tux Bureau and the Shanghai Bureau of Finance
on 8 October 1998, the Company is entitled to a preferential income wax rate of 15% effective from 1 January 1998, Accordingly,
PRC income tax of the Company has been provided at the rate of 15% (2005: 15%) on the estimated assessable profits for the
year.

No Hong Kong profits tax has been provided as no assessable profits were earned in or derived from Hong Kong during
the year (2005: Nil). Taxes on profits assessable elsewhere, il applicable, have been calculated at the rates of tax prevailing
in the couatries in which the Group operates, based on existing legislation, interpretations and practices in respect thercof,
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Group
2006 2005
Rmb'000 Rmb 000
Group:

Current — Hong Kong — -

Current — PRC
Charge for the year 464,149 453,370
Over provision in prior years (1.706) (2,796)
Deferred {(note 29) 80,572 65
Total tax charge for the year 452,639

343,015

A rteconciliation of the tax cxpense applicable to profit before tux using the statutory rate for the country in which the
Company. its subsidiaries and jointly-controlled cntities are domiciled to the 1ax expease at the cffective tax rate, and a

reconciliation of the applicable rate (i.¢., the statutory tax rate) to the effective tax rate, is as follows:

323,

12.

Rmb'000
Profit before tax 3,301,863
Tax at the statutory tax rate 495,279
Higher tax rate for specific provinces 43,120
Adjustments in respect of current tax of previous
periods (1.706)
Expenses not deductible for tax 11,489
Income not subject 1o tax (5.167)
Tax charge at Lthe Group's cffective rute 543,015

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

15.0
1.3

0.1

Rmb'000

3.146.517

471,978

(2.796)
4,967
(21,510}

452,639

2005

15.0

The consolidated prefit attributable to cquity holders of the parent for the year ended 31 December 2006 includes a profit
of Rmb2.801,742,000 (2005: Rmnb2,477,262,000) which has been dealt with in the financial statements of the Company (note

DIVIDEND

Proposed final — Rmb0.30 (2005: Rmb0.30) per ordinary share

2006
Rmb'000

997,800

The proposed final dividend for the year is subject to the approval of the Company’s shareholders
annual general meeting.
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13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share amounts is based on the profit for the year attributable to ordinary equity
kolders of the parent of Rmb2,755,850.000 (2005: Rmb2,691.200,000) and 3,326,000,000 (2005: 3,326,000, 000) shares in issue

during the year.

Diluted esrnings per share amounts for the years ended 31 December 2006 and 2005 have not been disclosed as no
diluting events existed during these years.

14, PROPERTY, PLANT AND EQUIPMENT

Group
Machinery
Leasehold and Motor Construction
improvements Vessels equipment  vehicles  Bulldings  in progress Total

Rmb'000 Rmb'000 Rmb'006 Rmb'000 Rmb'000 Rmb 000 Rmb’000

Cost or valpation

At beginning of year 50,264 17,850,782 48,410 14,244 18,376 866,778 18,848,854
Transfers — 872,231 4,360 17 10 {B76,618) —
Additions — 1,663,433 4,221 4,105 404 3,205,484 4,877,647
Disposals — {796,984) (2,811 (831) — (2.875)  (B03.501)
Exchangerealignment — (40,026) - — — —_ (40,026)
At 31 December2006 50,264 19,549,436 54,180 17,535 18,790 3,192,769 22.882,974

Accumulated depreciation

At beginning of year 11,028 7,325,233 33,761 8,027 1,748 — 1,379,797
Provided during the year 8,620 977.432 12,075 1,580 458 — 1,000,165
Disposals — (574,296) (2,201) (718) — — (577.215)
Exchangerealignment - — — — — — -
At 31 December 2006 19,648 7,728,369 43,635 8,889 2,206 —  7.802,747

Impairment loss

At 31 December 2006 — — — 936 — _— 936
At 31 December 2005 - — _— 936 — — 936
Accumulated

depreciation and
Impairment loss
At 31 Deccember 2006 19,648  7.728,369 43,635 9.825 2,206 —  7,803.683

At 31 December 2005 11,028 7,325,233 33,761 8,963 1,748 — 7,380,733
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Net book value
At 31 December 2006

At 31 December 2005

Cost or valuation
Al beginning of year
Transfers

Additions

Disposals

At 31 December 2005

Accumulated depreciation

Al beginning of year

Provided during the year

Disposals

At 31 December 2005

Impairment loss
Al 31 December 2005

At 31 December 2004

Accumutated
depreciation and
Impairment loss

At 31 December 2005

At 31 December 2004

Net book value
Al 31 December 2005

At 31 December 2004

Group
Machinery
Leasehold and Motor Construction

improvements Vessels equipment vehicles Buoildings in progress Total
Rmb 000 Rmb 000 Rmb'000 Rmb'000 Rmb'000 Rmb 000 Rmb 000
30,616 11,821,067 10,545 7,710 16,584 3,192,769 15,079,291
39,236 10,525,549 14,649 5.281 16,628 866,778 11,468,121
26,662 14,951,793 44,211 13,388 17,923 1,293,408 16,347,385
13,669 2,970,020 1,457 — — (2,985,146} —
9,933 101,688 6,896 1,287 1,104 2.567.061 2,687,969
— (172,719) (4,154 (431) (651) (8.545) (186,500)
50,264 17,850,782 48.410 14,244 18,376 866,778 18,848,854
5110 6,567,212 27,272 7.196 1.611 -— 6,608,401
5918 904,436 10,248 1,186 261 - 922,049
— (146,415) (3.759) (355) (124) — (150,653}
11,028 7,325,233 33,761 8,027 1,748 —  1.379,797
— — — 236 —_ — 936

— — —_ 936 -_ —_ 936
11,028 7,325,233 33.761 8,963 1,748 — 17,380,733
5,110 6,567.212 27,272 8,132 1,611 — 6,609,337
39.236 10,525,549 14,649 5.281 16,628 866.778 11,468.12]
21.552  B.384.581 16,939 5,256 16,312 1,293,408 9,738,048
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Cost or valuation
At beginning of year
Transfers

Additions

Disposals

At 31 December 2006

Accumulated depreciation

At beginning of year

Provided during the year

Disposals

At 31 December 2006

Impairment loss
At 31 December 2006

At 31 December 2005

Accumuvulated
deprecintion and
Impairment loss

Al 31 December 2006

At 31 December 2005

Net book value
At 31 December 2006

At 31 December 2005

Group
Machinery
Leasehold and Motor Construction
improvements Vessels equipment vehicles Buildiugs in progress Total
Rmb'000  Rmb'000  Rmb'000 Rmh'000  Rmb'000 Rmb 000 Rmb'000
50,264 15,248,783 46,469 12,046 6,395 703,845 16,067,802
— 532,604 4,360 — — (536,964) —
— 2,497 4,018 3,500 — 1,792,582 1,802,597
- (287,468) (2,775) (831) — (2,875) (293,949
50,264 15.496.416 52,072 14,715 6,395 1,956,588 17,576,450
11,028 6,268,877 32,908 6,900 1,124 — 6,320,837
8,621 796,460 11,745 1,178 165 — 818,169
—  (275.654) (2,170} (718) - — (278,542)
19,649 6,789,683 42,483 7,360 1,289 — 6,860,464
— — — 936 _ — 936
—_ — — 936 - — 236
19.649 6,789,683 42,483 8.296 1,289 —  5.861.400
11,028 6.268,877 32,908 7.836 1,124 — 6,321,773
30,615 8,706,733 9.589 6.419 5,106 1,956,588 10,715,050
39.236  8,979.906 13,561 4,210 5,271 703,345 9,746,029
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Cost or valuation
At beginning of year
Transfers

Additions

Disposals

At 3] December 2005

Accumulated depreciation

At beginning of yecar

Provided during the year

Disposals

At 31 December 2005

Impairment loss
At 31 December 2005

Al 31 December 2004

Accumulated
depreciation and
Impairment loss

At 31 December 2005

At 31 December 2004

Net book value
Al 31 December 2005

At 31 December 2004

Group
Machinery
Leasehold and Motor Construction

improvements Vessels equipment vehicles Buildings in progress Total
Rmb 000 Rmb 000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
26,662 12,680,025 43,018 11,061 7,046 1,247,276 14,015,088
13,669 2,740,774 1.457 — —  (2,755,900) —
9,933 703 6,148 1,287 —_ 2,219,882 2,237,853
— (172,719 (4,154) (302) (651) (7,413)  (185,239)

50,264 15,248,783 46,469 12,046 6,395 703,845 16,067,802
5,110 5,628,688 26,885 6,394 1,077 ~— 5,608,154
5918 786,604 9,782 796 171 — 803.271
— (146,415) (3.759) (290) (124) —_ (150,588)

11,028 6,268,877 32,908 6,900 1,124 —  6,320.837

— — — 936 —_ — 936

— — _— 9236 — — 936

11,028 6,268,877 32,908 7.836 1,124 — 6,321,773
5110 5,628,688 26,885 7,330 1,077 — 5,669,090
39,236 8,979,906 13,561 4,210 5.271 703,845 9,746,029
21,552 7,051,337 16,133 3,731 5,969 1,247,276  B,345,998

The net book value of the Group's vessels held under finance leases included in the total amount of property, plant and
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Certain of the Group's and the Company’s property, plant and cquipment arc leased to other parties under operating

leases. Further details of the assets under operaling lease arrangements are as follows:

Vessels

Cost at 31 December

Accumulated depreciation at 31 December

Group Company
2006 2005 2006 2005
Rmb 000 Rmb'000 Rmb 000 Rmb'000
976,926 989,187 527,166 512,216
571,232 543,362 337179 303,494

Further summary details of the operating leases are included in note 37(a) to the financial stalements,

Certain of the Group's vessels cxisting as at 31 August 1994 were revalued a1 that date by Colliers Jardine Appraisals

Limited, independent professionally qualified valuers, on an open market existing use basis. Since then, no further revaluation

of the Group's vessels has been carried out, as the Group has relied upon the exemption granted under the transitional provisions

in parpgraph 80A of HKAS 16 from the requirement to carry out revaluations on a regular basis of its vessels which were stated

at valuation at that time, Had these vessels been carried at historical cost less accumulated depreciation and impairment Josses,
their carrying amounts would have been approximately Rmb818,613,000 (2005: Rmb899,962,000).

At 31 December 2006, certain of the Groups vessels with a net book value of approximately Rmb2,267,948,000 (2005:

Rmb2,249,791,000) were pledged to secure general banking facilities granted to the Group (note 27),

15.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost

Particulars of the Group's principal subsidiary are as follows:

Name

China Shipping Development
(Hong Kong) Marine Co.,
Limited

Place of
incorporation/
reglstration and
operatlons

Hong Kong

Nominal value
aof issued/
registered

capital

1J85$500,000

Class of
shares In
Issue

Ordinary

Company
2006 2005
Rmb 000 Rmb’000
4,140 386.009
Percentage of equity
attributable to Principal
the Company activitles
Direct Indirect
100% —  Investment
holding

‘Fhe above table lists the subsidiary of the Company which, in the opinion of the directors, principally arfected the resulis

for the year or formed a substantial portion of the net assets of the Group. To give details of other subsidiaries would, in the

opinion of the directors, result in particulars of excessive length.
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16.  INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES

Untisted shares, at cost

Company
2006 2005
Rmb' 00O Rmb'000
931,839 100,000

The Groups cther payable balances due to the jointly-controlled entities are disclosed in note 24 w0 the financial

statements.

Particulars of the jointly-controlled entities are as follows:

Name

Directly held by the Company:

Shanghai Friendship Marine
Co.. Ltd.

Zhuhai New Century Marine
Co., Ltd.

Shanghai Times Shipping
Co., Ltd.

Particulars
of Issued
shares held

Registered Cupital
of Rmb1l cach

Registered Capital
of Rmb| each

Registered capital
of Rmb1 each

Place of
incorporation/
registration and
operations

PRC/mainland China

PRC/mainland China

PRC/mainiand China

Percentage

of ownership
interest, voting
power and
profit sharing
attributable

to the Company

50%

50%

50%

Principul
activities

Provision of
shipping
services

Provision of
shipping
services

Provision of
shipping
services

The financial statements of the above jointly-controlled entilies are coterminous with those of the Group. Material

transactions between the jointly-controlled entities and the Group companies have been adjusted for.
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The following table illustrates the summarised financial information of the Group's jointly-contrelled entities:

2006 2005
Rmb'000 Rmb'000

Share of the jointly-controlled entities’ assets and liabilities:
Current assets 241,131 125,424
Non-current assets 904,770 442,620
Current liabilities (56,460} (53,516)
Non-current Habilities (182,272) (75.812)
Nel assets 907,169 438,716

Share of the jointly-controlled entitics’ results:

Revenue 573.229 400,858
Other income 59,071 49 856
Total revenue 633,200 450,714
Tolal expenses (547.821) (366,939)
Tax (11.676) (11,505)
Profit after tax 73,703 72,270

——,

17. AVAILABLE-FOR-SALE INVESTMENTS

Group and Company

2006 2005
Rmb'000 Remb 000

Listed equity invesiments, at fair value:
Shanghai 578 —
Unlisted equity investments, at cost 4.000 ) 4.000
4,578 4,000

During the year, the gross gain on the Group's available-for-sale investments, net of tax impact, recognised directly in
equity amounated to Rmb182,000 {2005: Nil).

The above investments consist of investments in equity securities which were designated as available-for-sale finuncial

assets and have no fixed maturity date or coupon rate.

The fair values of listed equity investments are bused on quoted market prices. As at 31 December 2006, unlisted equity
investments with a carrying umount of Rmb4,000,000 (2005: Rmb4,000,000) were stated st cost because the directors are of

the opinion that their fair value cannot be measured reliably,
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18.

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Listed equity investments, at fair value:

Shanghai

Group and Company

2006
Rmb'000

159,000

2005
Rmb 000

The above equity investments at 31 December 2006 classified as held for trading were, upon initial rzcognition,

designated by the Group as financial assets at fair value through profit or loss.

19.

20.

The market value of the Group's short-term investiments al the date of approval of these financial statements was
approximately Rmb182,800,000,

DEFERRED STAFF EXPENDITURE

Cost
At beginning of year and 31 December 2006

Accumulated amortisation
At beginning of year

Amortisation provided during the year

At 31 December 2006

Net book value
At 31 December 2006

At 31 December 2005

TRADE AND BILLS RECEIVABLES

Trade and bills receivables
Due from fellow subsidiaries
Provision for doubtful debts

Trade and bills receivables, net

Note

28

— 1-40 —

Group and Company

Rmb 000

127,845

69,728

12,784

82,512

45,333

58,117

Group Company

2006 2005 2006 2005
Rmb 000 Rmb 000 Rmb 000 Rmb 000
438,579 248,033 402,277 230,488
807 —_ — -
(11,227) (20,120) (10,239) (19,661}
428,159 227.913 392,038 210,827
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An aged analysis of the trade and bills receivables of the Group and the Company as at the balance sheet date, based

on the invoice date, is as Tollows:

Within one year
One (o Iwo years

Over two years

Provision for doubtful debts

Trade and bills receivables, net

Within one year
One o lwo years

Qver two years

Provision for doubtful debts

Trade and bills receivables, net

Group
2006 2005
Balance Percentage Balance Percentage
Rmb 000 % Rrh 000 %
430,046 98 231,038 93
9.340 2 16.995 7
439,386 100 248,033 100
(11,227) (20,120
428,159 227.913
Company
2006 2005
Balance Percentage Balance Percentage
% Rmb 000 Fo Rmb ' 000
392,937 98 213,493 93
9.340 2 16,995 7
402.277 100 230.488 100
{10,239} (19.661)
392,038 210,827

The Group nermally allows a credit period of 30 days to its major customers. In view of the fact that the Group's trade

receivables relate to a large number of diversified customers, there is no significant concentration of credit risk. Trade

receivables are non-interest-bearing.
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21, PREPAYMENTS,DEPOSITS AND OTHER RECEIVABLES

Prepayments

Depuosits and other debtors
Due from fellow subsidiaries
Due from subsidiaries

Provision for doubtful debts

22, CASH AND CASH EQUIVALENTS

Cash and bank balances

Time deposits

Cash and cash equivalents

Group Company

2006 2008 2006 2005
Note Rmb 000 Rmb ' O Rmhb 00} Rmb’000
3,224 9,872 — —_
101,007 38,933 66,845 26,317
28 516,059 115,322 284,457 115,202
—_ —_ 1,844,515 1,194,900
(443) (344) (411) N
619,857 163,783 2.195,406 1,336,108

Group Company
2006 2008 2004 2005
Rmb'000 Rmb 000 Rmb 000 Rmb'000
626,329 865,715 370,808 554,289
37,449 312,212 — 48,421
663,778 1,177,927 370,808 602,710

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made for

varying periods of between one day and three months depending on the immediate cash requitements of the Group, and earn

interest at the respective short-term lime deposit rates. The carrying amounts of the cash and cash equivalents upproximate to

their fair values, At the balance sheet date, the cash and bank balances of the Group denominated in US$ amounted to

Rmb181,687,000 (2005: Rmb488.494,000).

23. TRADE PAYABLES

Trade payubles

Due to fellow subsidiaries

Group Company
2006 2005 2006 2005
Note Rmb'000 Rmb'000 Rmb’ 000 Rmb 000
223,005 209,261 213,899 197.903
28 4,294 1.627 — 5.995
227.29¢9 216,888 213,899 203,898
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24.

An aged analysis of trade payables as at the balance sheet date is as follows:

Group

2006 2005
Balance Percentage Balance Percentage
Rmb 000G % Rmb 300 %
Within one year 226,151 99 214,449 99
One to two years 869 1 302 —
Beyond two years 279 — 2,137 1
227,299 100 216,888 100

Company

2006 2005
Balance Percentage Balance Percentage
Rmb'000 % Rmb'000 %
Within one year 212,751 99 201,482 99
Qne to two yeurs 8§69 1 279 —_
Over two years 279 — 2.137 1
213,899 100 203,898 100

The trade payables are non-interesi-bearing and are normally settled in one to three months.

OTHER PAYABLES AND ACCRUALS

Group Company
2006 2005 2006 2005
Note Rmb 000 Rmb 000 Rmb' 006} Rmb'000
Accruals 157,390 204,710 145,766 200,269
Other liabilities 189,853 298,016 179,088 151,800
Due to jointly-controlled entities 1.163 —_— 2,325 —
Due to fellow subsidiaries 28 520,219 16,589 5,614 8.565
868,625 519,315 332,793 360,634

Other payables are non-interest-bearing and have an average term of ane to three months.
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25,

26.

DERIVATIVE FINANCIAL INSTRUMENTS

Group
2006
Contract/notional Fair Values
amount Asscts
Rmb'000 Rmb'000
Cross currency swap agreements 913,837 1,044

The carrying amounts of forward currency contracts are the same as their fair values.

Cash flow hedges

As al 31 December 2006, the Group held two cross currency swap agreements designated as hedges in respect of
expected future JPY bank loans for which the Group has firm commitments.

The terms of the cross currency swap agreements have been negotiated to match the terms of the commitments,
The cash flow hedges of the expecied future JPY bank loans were assessed to be highly effective and a net gain of
Rmb861,000 was included in the hedging reserve as follows:

2006

Rmb 000

Total fair value gains included in the hedging reserve 1,044
Deferred tax on fair value gains (183)
Net gains on cash flow hedges 861

CURRENT PORTION OF INTEREST-BEARING BANK AND OTHER BORROWINGS, AND FINANCE LEASE
PAYABLES

Group Company
2006 2005 2006 2005
Notes Rmb 000 Rmb'000 Rmb'000 Rmb 000
Current portion of bank and other borrowings 27 1,467,012 233,225 1,337,150 228,225
Current portion of finance lease payables 29 39,561 62,416 29,845 37131
1,506,573 295,641 1,366,995 265,356

On 5 March 2007, a bank loan of Rmb720,000,000 included in the current portion of bank and other borrowings at the

balance sheet date has been replaced by a long-term loan offered by the bank.
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27. INTEREST-BEARING BANK AND OTHER BORROWINGS, AND FINANCE LEASE PAYABLES

Effective
interest rale
(%)
Current
Finunce lease payables
{note 29) 3.25-6.12
Bank loans — secured 5.19-6.84 (or)
Libor
+0.42-0.85
Bank loans -— unsecured 5.022 (or)
Libor +0.48
Non-current
Financeleasepayables 6.12
(noie 29)
Bank loans — secured 5.19-6.84 (on)
" Libor
+(,42-0,85
Bank loans — unsecured Libor+0.48

Maturity

2007
2007

2007

2008-2013

2008-2016

2008-2016
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Group Company
2006 2005 2006 2005
Rmb 000 Rmb'000 Rmb'000 Rmb 000
39,561 62,416 19,845 37131
237,251 233,225 117,150 228,225
1,229,761 — 1,220,000 —
1,506,573 295,641 1,366,995 265,356
55.901 93,661 — 27.848
1,763,830 1,346,745 760,620 1,336,745
68,327 — — _
1,888,058 1.440.406 760,620 1,364,593
3,394,631 1,736,047 2,127,615 1.629.949
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Analysed into:
Bank loans:
Within one year or on demand
In the second year
In the third to fifth years, inclusive

Beyond live years

Finance lease payables:
Within one year
In the second year
In the third to fifth years, inclusive

Beyond five ycars

Group Company
2006 2008 2006 2005
Rmb'000 Rmb'000 Rmb'000 Rmb'000
1,467,012 233,225 1,337,150 228,225
247,012 233,225 117,150 228,225
741,606 619,675 352,020 614,675
843,539 493,845 291,450 493,845
3.299,169 1,579.970 2,097,770 1,564,970
39,561 62,416 29,845 37131
7.864 39,556 - 27,848
23,623 26,650 — —
24,414 27,415 —
85,462 156,077 29,845 64,979
3,394,631 1,736,047 2,127,615 1,629,949

The Group's bank loans are secured by pledges of the Group's 8 vessels {2005: 19 vessels) with an aggregate net book
value at 31 December 2006 of Rmb2,267.948,000 (2005: Rmb2.249,791,000).

Bank loans of Rmb211,840,000 were guaranteed by China Shipping us ut 31 December 2006 (2005: Nil).

The carrying amounts of the Group's and the Company’s interest-bearing bank and other borrowings approximale to their

fair values.

Except for secured bank loans of Rmb1,349,135,000 which are denominated in United States dollars, all borrowings are

in Renminbi.

28. BALANCES WITH SUBSIDIARIES, FELLOW SUBSIDIARIES, JOINTLY-CONTROLLED ENTITIES, AND

RELATED COMPANIES

Except for the balances due to fellow subsidiaries with a total amount of Rmb498,521,000 which are interesi-hearing at

a rate of 5.022% and are due within one year, the balances are unsecured, interest-free and have no fixed terms of repayment.

The carrying amounts of these balances approximate to their fair values.
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29.  FINANCE LEASE PAYABLES

As ut 31 December 2006, the Group had non-cancellable finance leases for the purchase of vessels. The terms of such

leases are for a period of 11 years except for one of the Group’s jointly-controtled entitics which had non-cancellable finance

leases for a period of 7 yeurs and 7 months. All these terms commence from the respective dates of delivery of the vessels, The

Group has the option to purchase the leased vessels at the end of the lease terms. At 31 December 2006, the wnal future

minimum lcase payments under finance leases and their present values were as follows:

Amounts payable
Within one year
In the second year
In the third to fifth years, inclusive

After five years

Total minimum finance lease payments

Future finance charges

Total net finance lease payables
Portion classified as current liabilities - note 26

Long term portion - note 27

Group
Present value of
Minimum lease minimum lease
payments payments
2006 2005 2006 2008
Rmb 000 Rmb 000 Rmb'000 Rmb’000
431,248 67,369 39,561 62,416
10.904 43.300 7,864 39,555
32,743 36,116 23.623 26.690
28.640 34,982 24,414 27,416
115,535 181,767 95,462 156,077
(20,073) (25.690)
95,462 156,077
(39,561) (62,416)
55,901 93,661
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30.

Company

Minimum lease

Present value of
minimum lense

payments payments
2006 2005 2006 2005
Rmb'000 Rmb 000 Rmb' 000 Rmb 008
Amounts payable
Within one year 30.491 38,941 29,843 37131
In the second year — 28,451 — 27,848
Total minimum finance lease payments 30,491 67,392 29,845 64,979
Future finance charges (646) (2.413)
Tatal net firance lease payables 29,845 64,979
Portion classified as current
liabilities - note 26 {29.845) (37,131
Long term portion - note 27 _ 27,848
DEFERRED TAX
The movements in deferred tax Habilities and assets during the year are as follows:
Deferred tax liabilities
Group
Equity
investments
Available- at fair value
Unremitted for-sale Cash flow through
earnings investments hedge profit or loss Total
Rmb'000 Rimb 000 Rmb 000 Rmb'000 Rmb'000
At | January 2006 _ — — — —
Deferred tax charged to the income
statemenl during the year (note f0) 67.147 — — 12,720 19,867
Deferred tax debited o equity
during the year — 32 183 — 215
Gross deferred Lax Liabilities at
31 December 2006 67,147 a2 183 12,720 80,082
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3.

Company

Equity

investments

at falr value
Available-for-sale through profit

investments or loss Total
Rmb 000 Rmb (00 Rnh "OH}
At | lanuary 2006 — — —
Deferred tax charged to the income statement during
the year — 12,720 12.720
Deferred wax debited to equity during the year 32 — 32
Gross deferred tax liabilities at 31 December 2006 32 12,720 12,752
Group Company
Deductible tax Deductible tax
Deferred tax assets depreciation depreciation
2006 2005 2006 2005
Rmb’ 000 Rmb 000 Rmb'060G Rmb 000
At 1 lanuary 20,795 20,860 15,565 14,319
Deferred tax credited/(charged) to the income
statement during the year (noie 10) (705) (65) 289 1.246
Gross deferred tax assets at 31 December 20,090 20,795 15,854 15,565

There are no income tax consequences attaching to the payment of dividends by the Company to its shareholders,

ISSUED CAPITAL

Registered, issued and fully paid

Group snd Company

State-owned legal person shares/A shares of

Rmbl1.00 each

H shares of Rmb 1.00 cach
List A shares of Rmb 1.00 each

2006 2006 2005 2005

Number of Numberof
shares Rmb’000 shares Rmb'"000
1,578.500,000 1,578,500 1,578,500,000 1,578,500
1,296,000,000 1,296,000 1,296,000,000 1,296,000
451,500,000 451,500 451,500,000 451,500
3,326.000,000 3,326,000  3.326,000.000 3,326.000
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32. RESERVES

At | Jwnuary 2003

As previous reparted

Adoption of a new sccounting
policy

An restated

Profil (of 1he yeat

Translers romitia) reserves

Exchange reslignment

Relense on dicpusal of fems of
property. plant aed equipmest

Proposed final 2003 dividend
(nnte 12)

Capitsl injection by mimority
interests for the yeas

At 31 Decemaber 2005

Profit for the year

Traasfers from/(10) reserves

Exchange realignmeni

Release on ditposal of Hems of

prapeny. plae and equipment

Praposed final 2006 dividend
fnote 12)

Reclussificaiion
Net gains on cash flaw bedges

Changes in fair value of svailable-

fur-sale investmentc

Liquidation of & subsidiary

A1 3l December 2004

Group Minerity Tatal
Atirlbuiable to equity holders of 1he parent Interraia Fquity
Avallsble:
for-sale
Share Statutery  Sistutery General investment  Exchange
premium Revaluation wrplay public surplus Hedging revaluation fuctoation  Ketsined
recounl reserve reserve welfarefund reserye FesErYe reserve TEIerYVE profis Toul

Rnb'00¢  Rmp'000  Rud'000  Rmb'O00  Rub'000  Rmb'000  Amb'D00  Rwb'000  Rmb'00OF  Rmb0OF  Rmb'DO0  Rweb'000
2,037,834 180,096 483,640 345470 93,138 - - 91) 1654022 4834180 £3,191 4340471
— - - — - — - - 1386 1.18% - 1,384
2037894 180,096 483,641 3A5470 91158 - - t91)  1.63S.40E  AR15564 2191 a8a718T
o - — — - - — — 1890200 2,690,100 LoTh 1693478
- - 281135 275,700 - —_ - — (3568} - - -
— — - - — — - {4.043) - {4,043} - (4,045)
- 3.1 — — - -_ — - RN - — —
- — — — - - —_ - (997.800r (997,800 - (947.8500)
—_ - - - — - - - —_ - 10,000 10,000
2,037,084 116,979 764,776 861,170 23,158 - - (41360 2795090 6,524,521 24968 6,549,890
- - - - - - - —  LIS5850  1.75MRS0 1998 135184
- - 176.202 — — - - — (6.2 - - -
- - - — _ - - {10,8%0) _ (10.39¢) - 110.89))
- (8.150) - - - - - - 1.150 - — -
—_ - —_ - - - — - (997,800) (997,800} - {997 300)
- -_ 661.170 {681.470) - - - - am . -— —
- — — — - 361 - - — Bl —_ 11}
—_ — —_ — -— -— 141 — - 182 -— 132
- — {26.221) — - - - - 0222 - (10.95T) 27,961
2,037,804 108,829 1,673,920 - 93,158 LLY) 141 (15.026y 4311510 5273024 —  BITa24
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Company
Avallabte-
Statutery for-sale
Share Statutory public General investment
premivm Revoluation surplus wellare surplus revaluation  Retained
necount reserve reserve fund reserve reserve profits Total

Rmb'000  Rmb'0000  Rmb'000  Rmb'000  Rmb'000  Rmb'000  Rmb'000  Rmb'000

At 1 January 2005 2,037,884 176,932 472,867 379,709 93,158 — 1,518,890 4.679.440
Profit for the year - — — —_ _ —_— 2.477.262 2,477,262
Transfers from/(1o}

reserves — —_ 269,109 269,109 — — (538,218) —

Release on disposal of
property, plant and

equipment — 3.117} — — — — M7 —
Proposed final 2005
dividend - (note 12} — —_ —_ —_ —_ —m (997,800)  (997.800)

Al 31 December 2005
and beginning of

year 2.037.884 173.815 741,976 648,818 93,158 — 2.46),251 6,158,902
Profit for the year — — — — -— — 2,801,742 2,801,742
Transfers from/(ro)

reserves — _ 274,111 — —_ —_ (274,111) —_

Release on disposal of
property, plant and

cquipment - (8,150) —_ — — — 8.150 —
Proposed final 2006

dividend - (note 12} — _ —_ - —_ — (997.800)  (997.800)
Reclassification —_ —_ 648.818 (648,818) —_ - — —

Changes in fair value
of available-for-sale
investments — _— — — — 182 — 182

Al 31 December 2006 2,037,884 165,665  1.664,905 - 93,158 182 4,001,232 7,963,026

In accordance with the Company Law of the PRC and the Company’s articles of association, the Company is required
1o allocate 10% of its profit after 1ax, as determined in accordance with PRC GAAP and regulations applicable to the Company,
to the statutory surplus reserve (the “3SR™) until the 3SR reaches 50% of the registered capital of the Company. Subject to
certain restrictions set out in the Company Law of the PRC and the Company's arlicles of association, part of the 8SR may be
converted to increase share capital. provided that the remaining balance after capitalisation is not less than 23% of the registered
capital.

In prior year, in accordance with the Company Law of the PRC, the Company was required to transfer 5% to 10% of its
profit afier tax, as determined in accordance with PRC GAAP and regulations applicuble to the Company, to its statutory public
welfare fund (the “PWF™) which is a non-distributable reserve other than in the event of the liquidation of the Company. The
PWF must be used for capital expenditure on staff welfare facilities and these facilities remain as property of the Company

unless subsequently transferred ur disposed of.

Pursuant to the relevant regulations. the appropriation of PWF was discontinued with effect from 1 January 2006, and
the remaining PWF is reclassified to S8R,
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The directors have proposed to transfer Rmb274,11§,000 {2005: Rmb269,109,000) to SSR, represents 10% (2005: 10%)
of the Company’s profit after tax of Rmb2,741,108,000 (2005: Rmb2,691,090,000), us determined in accordance with PRC
GAAP. The transfer to the SSR is subject to shareholders® approval at the forthcoming annual general meeting.

According to the refevant regulations in the PRC, the reserves available for distribution is the lower of the amount
determined under PRC GAAP and the amount determined under HK GAAP, On this basis, as at 31 December 2006, before the
proposed final dividend, the Company had a reserve of Rmb4,999,032,000 (2005: Rmb3.461,051,000) available for distribution

as dividends.

In addition, in accordance with the Company Law of the PRC, an amount of approximately Rmb2.037,884,000 (2005:
Rmb2,037,884,000) standing to the credit of the Company’s share premium account was available for distribution by way of

future capitalisation issues.
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33, NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
(a)  Reconciliation of profit before tax to net cash inflow from operating activities
2006 2005
Rmb ' 000 Rmb'000
Profit before tax 3,301,863 3,146,517
Adjustments for:
Interest income {24,893) (24,508)
Depreciation 1.000,165 922,049
Amortisation of deferred staff expenditure 12,784 12,784
Provision/{write-back of provision} for bad debts 247 1.075
Gain on disposal of property, plunt and equipment, nel (170,259 (107,529
Losses on liquidation of a subsidiary 17,254 —
Fair value gain on equity investments at fair value through prefit or loss (84,800) -
Write-off of construction in progress 2,875 8,545
Operating profit before working capital changes 4,055,236 3,958,933
Increase in trade and bills receivables (199,587) (74,400}
{Increase)/decrease in bunker oil inventories 64,269 (120,449)
Decrease in prepayments 6,638 1,321
Increase in deposits and other debtors (62,074) (1,062)
{Increase)/decrease in amounts due from fellow subsidiaries {170.098) 108,653
Increase in trade payables 13,744 50,174
Increase/(decrease) in accrunls {51,793) 32,091
Increase in other liabilities 26,448 23,999
Increase in amounts due to fellow subsidiaries 1,776 18,295
Increase in amounts due 1o jointly-contralled entitics 1,163 —
Cash generated from operations 3,685,722 3,997,555
Interest paid 128.721 135,593
Income tax paid (447,859) (455,606)
Nelt cash inflow from operating activilies 3,366,584 3,677,542
(b) Major non-cash transactions

The Group incurred paysbles of Rmbl34,611.000 to shipyards for vessels which were under construction as av 31
December 20035.

The Group incurred payables 1o China Shipping Group and its fellow subsidiaries of Rmb498,521,000 for the purchases

of 9 dry bulk cargo vessels as at 31 December 2006.

During the year, the Group sold vessels to one of its fellow subsidiaries and recorded receivables of Rmb231,446,000
as at 31 December 2006,
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{c)

34,

Liquidation of a subsidiary

2006
Rmb' 000

Net assets disposed of:
Cash and bank balances 632,708
Minority interests (27,967)
604,741
Loss on liguidation of a subsidiary (17,254)
587,487

Satisfied by:

Cash 587.487

An unalysis of the net outflow of cash and cash equivalents in respect of the liquidation of a subsidiary is as follows:

2006

Rmb'000

Cash counsideration 587,487

Cash and bank balances disposed of {632,708)
Net outflow of cash and cash equivalents

in respect of the liquidation of a subsidiary (45,221)

PENSION SCHEME

The Group is required to contribute o a pension scheme (the “Scheme™) for the eligible employees. Under the Scheme,

the Group's retirement benefit obligations to its existing and future retiring employees is limited to its annual contributions
equivalent to 22.5% (2005: 22.5%) of the basic salaries of the Group's employees, after certain adjustments on individual
employees’ salaries in accordance with applicable regulations. Contributions by the Group to the Scheme for the year eaded
31 December 2006 amounted to Rmb79,591,000 (2005: Rmb78,612,000).

3s.

36.

PLEDGE OF ASSETS

Details of the Group's bank loans secured by the assets of the Group are included in note 27 to the financial statements.

CONTINGENT LIABILITIES

(i) In March 2005. one of the Company's curgo vessels “Hualing™ collided with a vessel of a German company. In
June 20085, the Company was sued by the German company, cluiming US$10 million (equivalen to approximately
Rmb78 million) in compensation for the losses arising from the uccident. The Company has mude provision as at
31 December 2006 for the estimated loss from the claim taking into consideration the amount that could be
compensated by the insurance company.
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(i)  In December 2005, one of the Company’s oil tankers “Daging 917 leaked fuel during its voyage. According to a
settlement agreement among Ministry of Communication, the Company and local authorities such as Maritime
Safety Administration of Shandong Province, the Company would assume responsibility of the accident. The
Company has made provision for the estimated loss from the claims taking into consideration the amount that

could be compensated by the insurance company.

37. OPERATING LEASE ARRANGEMENTS

(8}  As lessor

The Group lcases certain of its vessels under operating lease arrangements, with leases negotiated for tzrms ranging from

1 to 12 years.

As at 31 December 2006, the Group had total future minimum lease rental receivables under non-cancellable operating
leases falling due as follows:

Group Company
2006 2005 2006 2005
Rmb'000 Rmb 000 Rmb 000 Rmb 000
Within one year 91,119 75.283 40,813 43,647
In the secand to fifth years, inclusive 6,839 78,875 6,839 47.239
After five years — — — —
97,958 154,158 47,652 90,886

The Company entered into several bare-boat charter party agreements with its jointly-controlled entities, whereby the

Company has agreed 10 lease to its jointly-controlled entities. The charter commitment for these vessels is as follows:

2006 2005
Rmb 000 Rmb 000

As lessor:
Within one year 4,875 5,000
In the second to fifth years, inclusive — 4,875
4,875 9,875

{(b)  As lessec

The Group eniered into non-cancellable operating lease arrangements on vessels, vehicles and buildings, The leases are

negotiated for terms ranging from one 10 six years.
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As at 31 December 2006, the Group and the Company had total future minimum lease payments under non-cancellable
operaling leases falling due as follows:

Group Com pany
2006 2005 2006 2005
Rmb 000 Rmb'000 Rmb'000 Rmb 000
Within one year 103,103 221,680 278,673 188,999
In the second to fifth years, inclusive 1,802 120,909 671,925 89,2713
After five years — — 852,277 —
104,905 342,589 1,802,875 278,272

In addition, the Group's share of the jointly-controlled entities' total future minimum lease payments under
non-cancellable operating leases is as follows:

2006 2005

Rmb 000 Rmb'000

Within one year 33,644 56,163
In the second to fifth years, inclusive 17.454 23,754
51,098 79,919

38. COMMITMENTS

In addition to the operating lease commitments detailed in note 37(b) above, the Group and the Company had Lhe
following capital commitments at the balance sheet date:

Group Company
2006 2005 2006 2005
Rmb’000 Rmb 000 Rmb'000 Rmb 000
Contracted, but not provided for:

Cuonstruction of vessels 7.633,629 1.881,664 4,624 093 1,724,618
Purchases of vessels 1,230,479 _ 1,142,450 —_
8,864,108 1,881,664 5,766,543 1,724,618

Authorised, but not contracted for:
Renovation of vessels - 31,200 — 31,200

Capital contributions payable 10
jointly-controlled entities —_ 70,000 —_ 70,000
8,864,108 1,982,864 5,766,543 1,825,818

In addition, the Group's share of the jointly-controlled entities’ capital commitments at the balance sheet date was as
follows:
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39.

Contracted, but not provided for:

Construction of vessels
Purchases of vessels

Renovation of vessels

2006
Rmb'000

512,446
952,375

1,464,821

DIFFERENCES IN FINANCIAL STATEMENTS PREPARED UNDER HK GAAP AND PRC GAAP

2005
Rmb'000

189,246
67,991
15,365

272,602

The Group has prepared a scparate set of financial statements for the year ended 31 December 2006 in accordance with

accounting principles generally accepied in the PRC (“PRC GAAP"). The major differences between the financial statements

prepared under PRC GAAP and those under HK GAAP are as follows:

40,

Profit attributable to equity holders
of the parent under HK GAAP

Adjustments for depreciation, gain on disposal of vessels
and deferred staff expenditure, ete.

Profil attributable to equity holders
of the parent under PRC GAAP

Equity attributable to equity holders of the parent
under HK GAAP

Adjustments for revaluation surplus, depreciation, gain on
disposal of vessels and deferred siaff expenditure, etc.

tquity attributuble to equity holders of the parent
under PRC GAAP

RELATED PARTY TRANSACTIONS

2006 2005
Rmb'000 Rmb 000
2,755,850 2,691,200
4,943 23,023
2,760,793 2,714,223
12,596,924 10,848,721
(131,028) (137,497)
12,465,896 10,711,224

In addition to the transactions and balances detailed clsewhere in these financial statements, business transactions

between the Group and its holding company, fellow subsidiaries and jointly-controlied entities of the Group as well us related
partics for the year ended 31 December 2006, which are also considered by the directors as relaled party transactions, are set

out below:

(1} A services agreement dated 3 April 2001 between the Compuny and China Shipping became effective subsequent

10 an approval by the independent shareholders at an extraordinary general meeting held on 22 May 2001, Pursuant

10 the services agreement and a supplementary agreement entered into on § January 2004, China Shipping or its

subsidiaries or jointly-controlled entities will provide to the Group the necessary supporting shipping materials

and scrvices for the ongoing operations of the Group, including the provision of dry-decking and repairs services,
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lubricating oil, fresh wuter supplies, raw materials and bunker oil, as well as other services, The servicz agreement

has been updated by a new agreemenl entered inlo belween China Shipping (and its subsidiaries and

jointly-controiled entities) and the Company on 31 October 2006 which became effective from | January 2007 and

will last for a period of 3 years, The fees for the agreed supplies payable to China Shipping were determined with

reference o, depending on applicability and availability, any one among the state price, market price or cost,

Further details of the principal amounts paid by the Group to China Shipping, its subsidiarics or jointly-controlled

entities in respect of the services agreement for the year ended 31 December 2006 are set oul below:

Dry-docking and repairs

Supply of lubricating oil, fresh water supplies,
raw materials. bunker oil, mechanical and
electrical engineering, ship stores and repairs
and maintenance services for lifeboats

Whitewashing and water treatment for vessels

Installation, repairs and maintenance of
telecommunication and navigational services

Hiring of sea crew

Accommodation, lodging and transportation for
employeces

Medical services (for existing employees)

Miscellancous management services

Agency commissions

Service fees on sale and purchase of vessels,

accessories and other equipment

Pricing basis

State-fixed prices
or market prices

Market prices

State-fixed prices
or market prices

State-fixed prices

Market prices

Market prices

State-fixed prices

Market prices

Market prices

Market prices

2006
Total value
Rmb'000

279.921

1,596,164

10,033

31,562

164,050

7.813

1,391

46,970

71,896

1,245

2005
Total value

Rmb 000

343.325

1,332,408

11,436

23,740

200,132

5.949

1,596

41,789

64,366

3,530

In connection with the above tramsactions and for other operating purposes, the Group made prepayments or

advances to subsidiaries and jointly-controlled entities of China Shipping from time to time.
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2)

Save for the related party transactions outlined above, details of the Group's related party transactions with the
holding company, fellow subsidiaries, jointly-controlled entities und related companies are as follows:

2006 2005

Notes Rmb'000 Rmb'000

Vessel chartering charges paid (a) 89,638 97.041
Agency commissions paid 897 880
Vessel chartering income received (b) (107,027 (96,609)
Salc of vessels (c) (283,720) (123,463)
Vessel management fees (d}) (12,219 (11,282)
Purchases of vessels (e) 712,173 —

Notes:
(a)  The Company has entered into the following agreements:

— A time charter party agreement on 22 December 2004 with one of its fellow subsidiaries, namely
China Shipping (Hong Kong) Holdings Co., Ltd., whereby the Company has agreed to lease from this
fellow subsidiary a vessel for a term of three years commencing 1 January 2005, The charter payment
for this vessel for the year ended 31 December 2006 was Rmb55,965,000.

—m A time charter party agreement on 22 December 2004 with one of its fellow subsidiaries, namely
Shanghai Shipping Indvstrial Co., Ltd., whereby the Company has agreed to lease from this fellow
subsidiary a vessel for a term of three years commencing 1 January 2005. The charter payment for
this vessel for the year ended 31 December 2006 was Rmb27,777,000.

— A time charter party agreement with one of s fellow subsidiaries, namely Zhuhai Shipping
Enterprise Co.. Ltd., in the prior year, whereby the Compuny agreed to lease from this fellow
subsidiary a vessel for a term commencing | Janvary 2002 and ending on 9 Sepiember 2006, the
serup date of the vessel, The charter payment for this vessel for the year ended 31 December 2006
was Rmb35,896.000.

{(b) The Company has cntered into the following agreements:

— Together with one of is subsidiaries, namely China Shipping Development (Hong Kong) Marine Co.,
Limited {"China Shipping Hong Kong™), various bare-boat charter party agreements on 22 December
2004 with one of their fellow subsidiaries, namely China Shipping Container Lines Co., Ltd.
("CSC"), whereby the Company and China Shipping Hong Keng have agreed to lease to this fellow
subsidiary four and five vessels for a term of three years commencing | January 2003, The chartering
income for these vessels for the year ended 31 December 2006 was Rmb64,094,000.

— Various bare-boat charter party agreements in 1998 with one of its fellow subsidiaries, namely CSC,
whereby the Company has agreed to lease to this fellow subsidiary three vessels for a term of 12
years commencing 4 Scptember 1998, 18 Scptember 1998 and 23 September 1998, respectively, for
a total consideration of Rmb2,520,000 for the year ended 31 December 2006,

— A time charter party agreement with one of its jointly-controlled entities, namely Shanghai Times
Shipping Co., Ltd. ("Times Shipping”). whereby Times Shipping has agreed to lease from the
Company a vessel for a term of one year commencing 1 January 2006. Times Shipping has agreed
to engage the Company's voyage charter service in the year, The charter income for this vessel for
the year ended 31 December 2006 was Rmb30,048,000.
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(c)

(d)

—_ A bare-boat charter party agreement with one of its jointly-contrelled entities, namely Shanghai
Friendship Marine Co., Ltd. (“Friendship™), whereby Friendship has agreed to lease from the
Company u vessel for o term of two years commencing 21 December 2005. The charter income for
this vessel for the yeur ended 31 December 2006 was Rmb5,000,000.

— A bare-boat charter party agreement in year 2002 with one of its fellow subsidiaries, namely

Shanghai Puhai Marine Co., Ltd., whereby the Compuny has agreed to lease to this fellow subsidiary
a vessel for a term commencing | January 2002 and ending on the scrap date of the vessel. The
chartering income for this vessel for the year ended 31 December 2006 was Rmb$,200.000.

— Some voyage charter party agreements with New Century, whereby New Century has agreed to
engage the Company's voyage charter services in year 2006. The charter income for these voyage
charter services for the year ended 31 December 2006 was Rmb1,998.000.

— Some voyage charter party agreements with Times Shipping, whereby Times Shipping has agreed 10
engage the Company voyage charter services in year 2006. The charter income for these voyage
charter services for the ycar ended 31 December 2006 was Rmb2,167,000.

The Company and one of its fellow subsidiaries, namely Yuzhou Ship Dismantling Company Limited,
entered into 4 sule and purchase agreement on 21 April 2006, whereby the Company has sgreed to sell and
the fellow subsidiary has agreed to purchase the oil tanker named “Daqging 2327, and thereafier to dismantle
it for scrap metal. The consideration for the sule of this vessel was Rmb10,245,000 as determined based on
the market price of scrap metal.

On |1 December 2006, China Shipping Hong Kong, a wholly-owned subsidiary of the Company, entered
into a sale and purchase agreement with one of its fellow subsidiaries, namely China Shipping Haisheng
{Hong Kong) Co., Ltd. Pursuant to this agreement, China Shipping Hong Kong has agreed to sell 4 oil
tankers to China Shipping Haisheng HK for a total consideration of Rmb240,800,000 us determined by
reference (o the asset valuation report of the oil tankers dated 21 September 2006 issued by an independent
and qualified PRC valuer.

The Company and one of its fellow subsidiaries, namely Digang Dili Material Recovery Company (Dili
Recovery Company), entered into (two sale and purchase agreements on 15 January 2006 and 28 December
2006, respeclively, whereby the Company has agreed to sell and Dili Recovery Company has agreed to
purchase two oil tunkers, and thercafter to dismantle them for scrap metal. The consideration for the sale
of these vessels was respectively Rmb15,388,000 and Rmb17,287,000, respectively, as determined based on
the market price of scrap metal.

On 27 May 1998, the Company entered into two cargo vessel management agreements with Datian Shipping
{Group) Company (“Dalian Shipping™ and Guangzhou Maritime Transport (Group) Company Limited
("Guangzhou Maritime™) for the management of their 15 and 57 cargo vessels {the “Cargo Vessels™),
respectively. Each of the cargo vessel management agreements contains an option exercisable by the
Company at any time prior to the expiration thereof to acquire any of the Cargo Vessels, and under which
the Company has a right of first refusat in respect of any proposed sale of the Cargo Vessels. [n the evemt
that Dalian Shipping or Guangzhou Maritime ceases o own any of the Cargo Vessels, the management fees
shall be reduced accordingly by the percentage represented by the tonnage of the vessels disposed of to the
total tonnage of the Cargo Vessels.

On 22 June 2005, the Company entered inlo two supplementary agreements with Guangzhou Maritime and
Dalian Shipping, respectively. According lo these ugreements, Guangzhou Maritime should pay the
Company Rmb10,136,000 (2005: Rmb9,199,000) for the management of its cargo vessels during the year
ended 31 December 2006, while Daliun Shipping should pay Rmb2,083.000 (2005: Rmb2,083.000) for
similar services in the same year.
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(3)

(¢}

)]

(g}

(h)

(i}

On 31 October 2006, the Company cxcrcised the option mentioned in note (d) above by entering into an
ucquisition agreement with China Shipping to acquire 42 cargo vessels for a total consideration of Rmb2,
47 billion. Nine vessels had been delivered to the Company as at 31 December 2006 according to the
acquisition agreement. The remaining 33 vessels were delivered to the Company in Januvary and March
2007.

Pursuant to a board resolution passed on 19 October 2006, the Company acquired the 50% equity interest
in Times Shipping held by Hainan Haixiang for a consideration of Rmb411,839,000. After the transaction,
Hainan Haixiang was liguidated on 31 December 2006.

Pursuant 1o a board resolution passed on 24 November 2006, the Company made an additional capital
injection of Rmb350 million to Times Shipping.

Pursuant to two bare-boat charter party agreements both dated 20 October 1994, Shanghai Shipping (Group)
Company (*Shanghai Shipping”, formerly the Company's holding company and now a fellow subsidiary)
agreed to charler two vessels to the Company from their respective dates of delivery to the Campany until
full repayment of the principal and interest of the related loans borrowed by Shanghai Shipping to purchase
the vessels and under which, on due completion of the charters, the vessels will become the Company’s
property. The vessels were delivered to the Company on 1 January 1996. The principal amounts to be paid
cach ycar until 2007 tota! approximatcly DM7.6 million, With the currency reform in Europe starting from
1 January 2002, the principal amounts re-denominated to Euro amount to approximately EUROJ.9 million.

Pursuant to the share transfer agreement entered into between the Company and China Shipping on 9
Scplember 2002, the Cempany transferred ils 25% cquily interest in CSC (o China Shipping for a
consideration of Rmbi, The Company is entitted to an option to buy back from China Shipping ail or part
of the interest in CSC disposed of on terms and for considerations to be agreed between the two parties (the
Option™). It was resolved in the board meeting of the Company on 8 January 2004 that the Company would
not exercise the option within three years frem the date when CSC was converted into a joint stock limited
company. which was on 3 March 2004,

Qutstanding balances with relaled parties:

Detaiis of the Group's current account balances with its fellow subsidiaries as al the balance sheet date are

disclosed in notes 20, 21, 23 and 24 to the financial statements.

(4}

Compensation of key management personncl of the Group:

2006 2005

Rmb 000 Rmb 000

Fees 180 130
Other emoluments:

Salaries, allowances and benefits in kind 2,852 3,570

Pension scheme contributions 122 96

3,154 3,846

Details of directors’ and supervisor's emoluments are included in note 8 to the financial statements,

Except for the vessel chartering transactions with certain jointly-controlled entities of the Group, namely New Century,
Times Shipping and Friendship, as disclosed with asterisks in paragraph (2)(b) above, and the capital injection to Times
Shipping as disclosed in paragraph (2)(gz) above, the above reluted parly trunsactions as disclosed in paragraphs (1) and (2) also

constitute connected transactions or continuing connected transactions as defined in Chapter 14A of the Listing Rules.
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December 2006, after taking into sccount the effect of the interest rate swaps, all of the Group's interest-bearing
borrowings bore interest at fixed rates.

41, FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise bank loans, finance leases, and cash and short-term deposits. The
main purposc of these financial instruments is to raise finance for the Group's operations. The Group has various other financial
assets and liabilities such as trade receivables and trade payables. which arise directly from its operations.

The Group also enters into derivative transactions, principally including interest rate swaps and forward currency
contracts, The purpose is 1o manage the interest rate and currency risks arising from the Group's operations and its sources of
finance.

It is, and has been, throughout the year under review, the Group's policy that no trading in financial instruments shall
be undertaken.

The main risks arising from the Group's financial instruments are cash flow interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board reviews and agrees policies for managing cach of these risks and they are summarised
below.

Cuash flow interest rate risk

The Group’s exposure 1o the risk of changes in market interest rates relates primarily to the Group's long-term debt
obligations with a floating interest rate.

The Group’s policy is 10 manage its interest cost using # mix of fixed and variable rate debts. The Group's policy is 10
maintain all its interest-bearing borrowings at fixed interest rates, To manage this in a cost-effective manner, the Group enters
into interest rute swaps, whereby the Group agrees to exchange, at specified intervals, the difference between fixed und variable
rate inlerest amounts calculated by reference to an agreed-upon notional principal amount. These swaps are designated (o hedge
underlying debt obligations.

Foreign currency risk

The Group has transactional currency expesures. Such exposures arisc from sales or purchases by operating units in
currencies other than the units' functional currency. Approximately 41.4% (2005: 39.7%) of the Group's revenue is
denominated in currencics other than the functional currency of the operating units earning the revenue, whilst almost 76.9%
(2005: 77.9%) of costs are denominated in the unit’s functional currency.

It is the Group's policy to negotiate the terms of the hedge derivatives to match the terms of the hedged item to maximise
the effectiveness of the hedges.

The Group entered into swap urrangements for borrowings denominated in foreign currencies other than USD.

Credir risk

The Group trades only with recognised and creditworthy third parties. It is the Group's policy that all customers who
wish to trade on credit terms are subject Lo credit verification procedures, In addition, receivable balances are monilored on
an ongoing basis and the Group's exposure to bad debts is not significant.
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The credit risk of the Group's other financial assets, which comprise cash and cash equivalents, available-for-sale
finuncial assels and certain derivative instruments and other receivables, arises from default of the counterpanty, with a

maximum exposure eqgual o the carrying amount of these instruments.

Since the Group trades only with recognised and creditworthy third parties, there is no requirement for cotlateral,

Liquidiry risk

The Group's objective is to maintain o balance between continuity of funding and flexibility through the use of bank
loans and finance leases.

42. POST BALANCE SHEET EVENT

(4}  On 5 March 2007, a bank loan of Rmb720,000,000 included in the current portion of bank and other borrowing
has been replaced by a long-term loan offered by the bank.

(b)  During the 5th Session of the 10th Natienal People’s Congress, which was concluded on 16 March 2007, the PRC
Corporate Income Tax Law (“the New Corporate Income Tax Law™) was approved and will become effective on
1 January 2008. The New Corporate Income Tax Law introduces a wide range of changes which include, but are
not limited to, the unification of the income tax rate for domestic-invested and foreign-invested enterprises at
25%, Since the detailed implementation and administrative rules and regulations have not yet been announced, the
future financial impact of the New Corporate Income Tax Law to the Group cannot be reasonably estimated at this

stage.

43, APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 29 March 2007.
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C. UNAUDITED CONDENSED FINANCIAL STATEMENTS OF THE GROUP FOR THE
SIX MONTHS ENDED 30 JUNE 2007

The following information has been exiracted from the published unaudiied condensed financial
statements of the Group for the six months ended 30 June 2007. Capitatized terms used in this
sub-section have the same meanings as defined in the published unaudited condensed financial
statements of the Group for the six months ended 30 June 2007. The reference to page numbers in this
sub-section refers to page numbers of the published unaudited condensed financial statements of the
Group for the six months ended 30 June 2007,

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months
ended 30 June

2007 2006
{Unaudited) {Unaudited)
Items Notes Rmb'000 Rmb 000
{(Restated)
Revenue 2 5,527,476 4,336,356
Operating costs (3,073,730) (2,792,991)
Gross profit 2,453,746 1,543,365
QOther income and gains 3 257,494 111,488
Selling and distribution costs (16,598) (13,979)
Administrative expenses (92,700) (90,193)
Other expenses (18,486) (24,819)
Finance costs 5 (96,924) (50,858)
Share of profits of jointly-controlled entities 91,520 25,092
PROQFIT BEFORE TAX 4 2,578,052 1,500,096
Tax 6 (374,440) (204,681)
PROFIT FOR THE PERIOD 2,203,612 1,295,415
Attributable 1o;
Equity holders of the parent 2,203,612 1,293,741
Minority interests — 1,674
PROFIT FOR THE PERIOD 2,203,612 1.295,415
EARNINGS PER SHARE 7 66.25 cents 38.90 cents

DIVIDEND PER SHARE 8 - —
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

30 June 31 December

Notes 2007 2006
(Unaudited} fAudited)
Rmb'000 Rmb’000
{Restated)
NON-CURRENT ASSETS
Property, plant and equipment 9 16,390,913 14,192,004
Interest in jointly-controlled entities 998,689 507,169
Available-for-sale equity investment 4,000 4,578
Deferred staff expenditure 38,941 45,333
Deferred tax assets 6,824 20,090
17,439,367 15,169,174
CURRENT ASSETS
Bunker oil inventories 248,331 192,573
Trade and bills receivables 10 519,458 394,273
Prepayments, deposits and other receivables 278,389 614,019
Equity investments at fair value through profit or loss 219,400 159,000
Derivative financtal instruments 11 — 1,044
Cash and cash equivalents 919,772 474,373
2,185,350 1,835,282
CURRENT LIABILITIES
Trade payables 12 385,708 215,762
Tax payable 56,733 52,293
Other payables and accruals 1,387,893 863,166
Proposed dividend payable 473,550 —
Derivative financial instruments 11 5,849 —
Current portion of interest-bearing bank and other
borrowings, and finance lease payables 263,305 1,475,487
2,573,038 2,606,708
NET CURRENT LIABILITIES (387,688) {771,426)
TOTAL ASSETS LESS CURRENT LIABILITIES 17,051,679 14,397,748
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NON-CURRENT LIABILITIES
Deferred tax liabilities

Deferred income

Interest-bearing bank borrowings

EQUITY

Equity attributable to equity holders of the parent

Issued capital
Reserves
Proposed final dividend

Li Shaode
Director

— I-68 —

30 June 31 December

Notes 2007 2006
{Unaudited) (Audited}
Rmb'000 Rmb'000
(Restated)
138,161 80,082
26,424 14,957
3,103,401 1,705,785
13,783,693 12,596,924
3,326,000 3,326,000
10,457,693 8,273,124
_ 997,800
13,783,693 12,596,924
Mao Shijia
Director
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INTERIM CONDENSED CONSOLIDATED CASH FLOW STATEMENT

NET CASH INFLOW FROM OPERATING ACTIVITIES

NET CASH OUTFLOW FROM INVESTING ACTIVITIES

NET CASH QUTFLOW FROM FINANCING ACTIVITIES

NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of the period

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS

Cash and bank balances

Time deposits with original maturity of less than three months
when acquired
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For the six months
ended 30 June

2007 2006
(Unaudited) {Unaudited)
Rmb’'000 Rmb’000
(Restated)

2,694,043 1,471,039
(1,803,313) (2,052,802)
(432,216} (135,921)
458,514 (717,684)
474,373 1,093,808
(13,115) (2,676)
919,772 373,448
783,786 344,628
135,986 28,820
919,772 373,448
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PREPARATION AND ACCOUNTING POLICIES

The interim condensed consolidated financial statements are prepared in accordance with Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants. The
accounting policies and basis of preparation adopted in the preparation of the interim coendensed consolidated financial
statcments are the same as those uscd in the annual financial statements for the year ended 31 December 2006, except in relation
to the following new and revised Hong Koeng Financial Reporting Standards (“HKFRSs", which also include HKASs and
[nterpretations) that affect the Group and are adopted for the first time for the current period’s financial statements, the change

in accounting estitnate on residual values of vessels and the change in accounting method for investiments in jointly-controlled

entities:
HKAS 1 Amendment Cupital Disclosures
HKFRS7 Financial Instruments: Disclosures
HK({IFRIC) - Int 7 Applying the Restatement Approach under HKAS 29
Financial Reporting in Hyperinflationary Economics
HK(IFRIC) - Int § Scope of HKFRS 2
HK(IFRIC} - 1t 9 Reassessment of Embedded Derivatives
HK({FRIC) - Int 10 Interim Financial Reporting and Impairment

The adoption of these new and revised HKFRSs, HKASs and [nterpretations has had no material impact on the Group's

results of operations or financial position.

Depreciation of vessels

During the period ended 30 June 2007 (the “Period™), the residual values of fixed assets were reassessed, and
accordingly, depreciation charge of fixed assets for the Period has been calculated based on the revised estimated residual
values. This represented a change in accounting estimate, and the depreciation charge for the Period has been reduced
by RMB117,066,000.

Interest In Jointly-controlled entities

With effect from | January 2007, the Group has determined to change the accounting policy fur investments in
jointly-controlled entities from the proportionate consolidation method 1o equity method. Such change in accounting
policy was accounted for retrospectively. However, such treatment had no impact on the Group's net profit for the Period

and the net assets as of 30 June 2007,

2. REYENUE

During the Period, the Group was involved in the following principal activitics:

(a)  investment holding; and

(b} oil and cargo shipment along the PRC coast and international shipment.
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There is no major seasonality for the Group’s turnover. An analysis of the Group’s turnover and contribution to profit
from operating activilies by principal activity and geographical area of operations for the Period is as follows:

By activily:

Qil shipmem
Coal shipment

Other dry bulk shipment

Other income and gains
Selling and distribution costs
Administrative expenses
Qther expenses

Finance costs

Share of profits of jointly-controlled entities

Profit before tax

By geographical area:

Domestic

International

Other income and gains
Selling and distribution costs
Administrative expenses
Other expenses

Finance costs

Share of profits of jointly-controlled entities

Profit before tax

For the six months ended 30 June

2007 2006
{Unaudited) (Unaudited}

Revenue Contribution Revenue Contribution
Rmb Q00 Rmb 000 Rmb 000 Rmb'000}
{Restated) {Resrated)
2.349,436 802,370 2,569,063 902,952
2,454,571 1,244,716 1,328,527 457,085
723,469 406,660 438,766 183,328
5,527,476 2,453,746 4,336,156 1,543,365
257,494 111,488
(16,598} (13,979
(92.700) (90,193)
(18.486) (24.81%)
(96,924) {50,858)
91,520 25,092
2,578,052 £,500.096

For the six months ended 30 June

2007 2006

(Unaudited) (Unaudited})

Revenue Contribution Revenue Contribution
Rmb'000 Rmb 000 Rmb'000 Rmb 000
(Restated) {Restared)
3,527,980 1,601,683 2,424 911 733,265
1,999,496 852,063 1,911,445 810,100
5,527.476 2,453,746 4,336,356 1,543,365
257,494 111,488
(16,598) (13,979
(92,700) (90,193)
(18.486) (24.819)
(96,924} (501,858)
91,520 25,092

2,578,052
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3. OTHER INCOME AND GAINS

For the six months ended 30 June

2007 2006

{Unaudired) {Unaudited)

Rmb'000 Rmb'000

(Restated)

Gain on disposal of property, plant and equipment 185,337 54,719
Fair value gains on equity investments at fair value through profit or loss 60.400 —
Interest income 13,936 12,532
Rental income from leused vessels 35217 37,517
Service income from vessel management 1.800 7.860
Exchange losses. net (45,054) (8.835)
Others 5,798 7.695
Total 257,494 111,488

4, PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging:

For the six months ended 30 june

2007 2006
(Unaudited) {Unaudired)
Rmb 000 Rmb 000
(Restated)
Cost of shipping services rendered:

Bunker oil inventories consumed and port fees 1,671,157 1,472,862
Depreciation 446,842 467,485
Operating lease rentals:

Land and buildings 11,805 10,992

Vessels 91,728 86,656

103,533 97.648

Staff costs 378,228 353,507
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5. FINANCE COSTS

Total interest

Less: Interest capitalised

Interest e Xpenses

6. TAX

For the six months ended 30 June

2007
{Unaudited)
Rmb’000

123,008
26,084

96,924

2006
({/naudited)
Rmb 000
(Restated)

50,858

50,858

Pursuant to a directive 1998 (250) jointly issucd by the Shanghai Siate Tax Bureau and Shanghai Burcau of Finance on

8 October 1998, the Company is entitled to a preferential income tax rate of 15% effective from | January 1998. Accordingly,

PRC income has been provided at the rate of 15% (six months ended 30 June 2006: 15%) on the estimated assessable profits

for the Period,

No Hong Kong profits tax has been provided as no assessable profit was earned in or derived from Hong Kong during

the Period (six months ended 30 Junc 2006: No asscssable profit was carned). Taxcs on profits assessable elsewhere, if

applicable, have been calculated at the rates of 1ax prevailing in the countries in which the Group operates, based on existing

legislation, interpretations and practices in respect thercof.

Group:
Hong Kong
PRC

Tax charge for the Period

For the six months ended
30 June

2007
(Unaudited)
Rmb 000

374,440

374,440
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{(Unaudited)
Rmb 000
{Restated)

204,681

204,681
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A reconciliation of the 1ux expense applicable to profit before tax using the statutory rates for the countries in which the
Company, its subsidiaries and jointly-controlled entities are domiciled to the Lax expense at the effective tax rates is as follows:

For the six months ended

30 June

2007 2006

{Unaudited) (Unaudited)

Rmb’000 Rmb'000

{Restated)

Accounting profit before tax 2,578,052 1,500,096
Prefit attributable to jointly-controlted entitics (91.520) {25,092)
2,486,532 1,475,004

Tuax at the applicable 1ax rate of 15% (2006: 15%) 372,980 221,250
Tax effect of net income that is not taxable in determining taxable profit 1,460 (16,569)
Tax charge at the Group’s effective rate 374,440 204,681

During the 5th Session of the 10th National People’s Congress. which was concluded on 16 March 2007, the PRC
Corporate Income Tax Law (“the New Corporate Income Tax Law'™) was approved and will become effective on | Janvary 2008,
The New Corporate Income Tax Law introduces a wide range of changes which include, but are not limited 1o, the unification
of the income tax rate for domestic-invested and foreign-invested enterprises at 25%. Since the detailed implementation and
administrative rules and regulations have not yet been announced, the future financial impact of the New Corporate [ncome Tax
Law to the Group cannot be reasonably estimated at this stage.

The share of tax attributable to jointly-controlled eatitics amounting to RMB17,406,000 (six months ended 30 June 2006:
RMB8,894,000) is included in “Share of profits of jointly-controlled entitics” on the face of the interim condensed consolidated
income statement.

7. EARNINGS PER SHARE
The calculation of basic carnings per share is based on the profit attributable to equity holders of the parent for the Period
of RMB2,203,612,000 (six months ended 30 June 2006: RMB1,293,741.000) and the number of shares of 3,326,000,000 (six

months ended 30 June 2006: 3,326,000,000) in issue during the Period.

Diluted earnings per share for the six-month periods ended 30 June 2006 and 2007 have not been presented as no diluting
events existed during these periods,

8. DIVIDEND PER SHARE

The directors do not recommend the payment of interim dividend {six months ended 30 June 2006: Nil).
9. PROPERTY, PLANT AND EQUIPMENT

During the Period, the construction of an oil tanker at o total cost of RMB291,848,000 (six months ended 30 June 2006:
three oil tankers at a total cost of RMB691,603.000) was completed and this vessel hus been put into operation. Meunwhile,

33 second-hand cargo vessels al a total cost of RMB1,757,827.000 were purchuased from three fellow subsidiaries (six months
ended 30 Jung 2006: an oil tanker at a cost of RMB859,342,000).
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During the Period. seven oil lankers with net book value of RMB13,517,000 in aggregate, three cargo vessels with net
book value of RMB 125,950,000 and a container vessel with net book value of RMB 8,076,000 were disposed of to third parties,
and a curgo vessel with net book value of RMB64,240,000 was disposed of (o a jointly-controtled entity.

During the six months ended 30 June 2006, 1wo oil tankers with net book value of RMB1,353.000 in aggregate and a
cargo vessel with net book value of RMB 753,000 were disposed of to third parties, and two oil tankers with net book value
of RMB1,450,000 in aggregate were disposed of to fellow subsidiuries,

10. TRADE AND BILLS RECEIVABLES

30 June 2007 31 December 2006
Balance Percentage Balance Percentage
(Unaudited) {Unaudited) (Audired) {Audited)
Rmb 000 Rmb 000
{Restated} [Restated)
Within one year 520,367 98 395.171 98
One 10 1wo years — — — —
Beyond two years 9,340 2 9,340 2
529,707 100 404,511 100
Provision for doubtful debts (10,249) (10,238)
Trade and bills receivables, net 519,458 394,273

The Group normaily allows a credit period of 30 days to its major customers.

11. DERIVATIVE FINANCIAL INSTRUMENTS

30 June 2007

Contract/ Fair Values

notional amount Liabilities

Rmb' 000 Rmb'000

Cross currency swap agreements £91.233 5,849

The carrying amounts of forward currency contracts are the same as their fair values.

Cash flow hedges

As at 30 June 2007, the Group held \wo cross currency swap agreements designated as hedges in respect of
expected future JPY bank 1oans which the Group has firm commiiments.

The terms of the cross currency swap agreements have been negotialed 10 match the terms of the commitments.
The cash flow hedges of the expected futurc JPY bank loans were assessed 1o be highly effective.
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12. TRADE PAYABLES

30 June 2007 31 December 2006
Balance Percentage Balance Percentage
(Unaudited) {(Unaudited) (Audited) (Audited)
Rmb'000 Rmb'000
[Restated) (Restared)
Within one year 383,835 99 214,614 99
One to two years 1,873 1 869 1
Beyond two years — — 279 —
385,708 100 215.762 100

13. CONTINGENT LIABILITIES

In December 2005, one of the Company's oil tankers “Daqing 91" leaked fucl during its voyage. According to a
settlement agreement among Ministry of Communication, the Company and local authorities such as Maritime Safety
Administration of Shandeng Province, the Company would assume responsibility of the accident. The Company has made
provision for the estimated loss from the claims taking into consideration the amount that could be compensated by the

insurance company.

14, OPERATING LEASE ARRANGEMENTS

(a) As lessor

The Group leases its vessels under operating lease arrangements, with leases negotiated for terms ranging from one to

twelve years.

As at 30 June 2007, the Group had total future minimum lease rental receivables under non-cancellable operating leases

falling due as follows:

30 June 2007 31 December 2006

{Unaudired) {Audired)

Rmb 000 Rmb 000

Within one year 31,486 71,549
In the second to fifth years, inclusive — 6,839
After five years — —_
78,388

31,486
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(b)  As lessec

The Group entered into non-cancelluble operating lease arrungements on vessels, vehicles and buildings, The leases are

negotiated lor terms ranging from six months w five years,

As at 30 Junc 2007, the Group had total future minimum lease rental payables under non-cancellable operating leases
falling due as follows:

30 June 2007 31 December 2006

{Unaudited) (Audited)

Rmb'000 Rmb'000

Within one year 69,087 103,103
In the second to fifth years, inclusive 14,453 1,802
83,540 104,905

15. COMMITMENTS

In addition to the operating lease commitments detailed in note 14(b) wbove, the Group had the following capita}

commitments at the balance sheet date:

30 June 2007 31 December 2006

(Unandited) {Audited)
Rmb 000 Rmb 000
Contracted, but not provided for:

Construction of vessels 15,360.364 7,633,629
Renovation of vessels — 1,230,479
15,360,364 8,864,108

Authorized, but not contracted for:
Renovation of vessels 15,300 —
15,375,664 8,864,108
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16. DIFFERENCES IN FINANCIAL STATEMENTS PREPARED UNDER GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES IN HONG KONG (“HK GAAP") AND PRC ACCOUNTING STANDARDS

The Group has prepared a separate set of financial statements for the Period in accordance with PRC accounting
stundards, The major differences between the financial statements prepared under PRC accounting standards and HK GAAP are
set out as follows:

For the six months ended 30 June

2007 2006
(Unaudited} (Jnaudited)
Rmb 000 Rmb 000
Net profit autributable to equity holders of the parent prepared under
HK GAAP 2,203,612 1,293,741
Adjustments for depreciation, gain on disposal of vessels and deferred
staff expenditures, elc. 23,185 4,876
Net profit attributable to equity holders of the parent prepared under
PRC accounting standards 2,226,797 1,298,617

30 June 2007 31 December 2006

{Unaudited) (Audited}
Rmb'000 Rinb'000
Equity attributable to equity holder of the parent prepared under HK
GAAP 13,783,693 12,596,924
Adjustments for revaluation surplus, depreciation, gain on disposal of
vessels and deferred staff expenditure, etc. (68,287) (131,028}
Equity attributable 1o equity holder of the parent prepared under PRC
accounting standards 13,715,406 12,465,856

17. THE ULTIMATE HOLDING COMPANY

In the opinion of the directors, the ultimate holding company of the Company is China Shipping (Group) Company
(*China Shipping"), a state-owned enterprise established in the PRC,

18. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed elsewhere in these financial statements, business transactions
between the Group and its holding company, fellow subsidiaries, jointly-controlled entities as well as related parties for the
Period are set out as below:

(1} A services agreement dated 3 April 2001 between the Company and China Shipping became effective subsequemt
to an approval by the independent shareholders at an extraordinary general meeting held on 22 May 2001, Pursuant
to the services agreement and a supplementary agreement entered into on 8 Junuary 2004, China Shipping or its
subsidiaries vr jointly-controlled entities will provide to the Group the necessary supporting shipping materials
uand services for the ongoing operations of the Group. including the provision of dry-docking und repairs services,
lubricating oil, fresh water supplies, raw materials and bunker oil, as well as other services, The service agreement
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has been updated by a new agreement entered into between China Shipping (and its subsidiaries and
jointly-controlled entities) and the Company on 31 October 2006 which became effective from | January 2007 and
will last for a period of 3 years. The fees for the agreed supplies payuable 1o China Shipping were determined with
reference to, depending on applicability and availability, any one among the state price, market pricz or cost.

Further details of the principal amounts paid by the Group to China Shipping, its subsidiaries or jointly-controlled

entities in respect of the services agreement for the period ended 30 June 2007 arc sct out below;

For the six months ended 30 June

2007 2006
Pricing basis Total value Total value
{Unaudited) {Unaudited)
Reb'000 Rmb '000
Dry-decking and repairs State-fixed prices 103,938 138,064
or market prices
Supply of lubricaling oil, fresh water supplies, raw Market prices 1,004,960 803,127
materials, bunker oil, mechanical and electrical
engineering, ship stores and repairs and
maintenance services for life boats
White washing and oily water treatment for vessels  State-fixed prices 5,758 5,122
or market prices
Installation, repairs and maintenance of State-fixed prices 12,624 11,565
telecommunication and navigational services
Hiring of sea crew Market prices 141,203 97.245
Accommodation, lodging and transportation for Market prices 298 414
employees
Medical services (for existing employees) State-fixed prices 643 651
Miscellaneous management services Market prices 22,142 20,828
Agency commissions Market prices 38,713 31,500
Service fees on sale and purchase of vessels, Market prices 4,491 1,640

accessories and other equipment

[n connection with the above transactions and for other operating purposes, the Grousp made prepaymentsfadvances

to subsidiaries and jointfy-controlled entities of China Shipping from time to time.
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2)

Save for the connected transactions outlined above, details of other connected transactions with the holding

company, fellow subsidiaries, jointly-controlled eatities and related companies are as follows:

For the six months ended 30 June

2007 2006

(Unaudited) fUnaudited)

Notes Rmb'000 Rmb 000

Vessel chartering charges paid (a) 40,022 45,674
Agency commissions paid 374 431
Vessel chartering income received (b) {43,347) {54,102}
Vessel management fees (] (1.800) (5.641)
Sale of vessels (d} (99,654) (25,633)
Interest paid {e) 35,099 —

Notes:

(a)

(b)

The Group has entered into the following agreements:

a lime charler party agreement on 22 December 2004 with one of its lellow subsidiaries, numely China
Shipping (Hong Kong) Holdings Co., Lid.. whereby the Company has agreed 1o lease from this fellow
subsidiary a vessel for a term of three years commencing 1 January 2005, The charter payment for this
vessel for the Period was RMB26,720.000.

a time charter party agreement on 22 December 2004 with one of its fellow subsidiarics, namely Shanghai
Shipping Industrial Co., Ltd.. whercby the Company has agreed to lease from this fellow subsidiary a vessel
for u term of three years commencing | January 2005, The charter payment for this vessel for the Period
was RMB13,302,000.

The Company has entered into the following agreements;

together with one of its subsidiaries, namely China Shipping Development (Hong Kong) Marine Co..
Limited (“China Shipping Hong Kong™), various bare-bout charter parly agreements on 22 December 2004
with one of their fellow subsidiaries, namely China Shipping Container Liners Co.. Ltd. (“CSC"), whereby
the Company and China Shipping Hong Kang have agreed to lease to this fellow subsidiary four and five
vessels for a term of three years commeneing 1 January 2005, respectively. The chartering income for these
vessels for the Period was RMB30,544,000.

various bare-boat charter party agreements in year 1998 with one of its fellow subsidiarics, namely CSC,
whereby the Company has agreed to lease to this fellow subsidiary three vessels for a term of 12 years
commencing 4 Scptember 1998, 18 September 1998 and 23 September 1998, respectively. with a total
consideration of RMB1,260,000.

a time charter party agreement with one of its jointly-controlled entities, namely Shanghai Times Shipping
Co., Ltd, (*Times Shipping”). whereby Times Shipping has agreed to lease from the Company a vessel for
a term of three year commencing 13 January 2004. The charter payment for this vessel for the Period was
RMB394,000.

a bare-boat charter party agreement with one of its jointly-controlled entities, namely Shanghai Friendship
Marine Co.. Ltd. (“Friendship™), whereby Friendship hus agreed to lease from the Company a vessel for a
term of two years commencing 21 December 2005. The charter payment for this vessel for the Period was
RMB2,500,000.
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{c}

(d)

(e)

(f)

Apart from the above, the Company entered into some voyage charter party agreements with Times
Shipping, whereby Times Shipping has agreed to engage from the Company voyage charter services in the
Period. The charler income for these voyage charter services for the Period was RMBBR,649.000.

Management of carpo vessels

On 27 May 1998, the Company entered into two cargo vessel management agreements with Dalian Shipping
{Group) Company (“Dalian Shipping") and Guangzhou Maritime Transport (Group) Company Limiied
{"Guangzhou Maritime™) for thc management of their 15 and 57 cargo vessels (the “Cargo Vessels™),
respectively, Each of the carge vessel management agrcements contains an option cxercisable by the
Company at any time prior to the expiration thercof to acquire any of the Cargo Vessels, and under which
the Company has a right of first refusal in respect of any propurs:d sale of the Cargo Vessels. In the event
that Dalian Shipping or Guangzhou Maritime ccases to own any of the Cargo Vessels, the management fees
shall be reduced accordingly by the percentage represented by the tonnage of the vessels disposed of to the
total tonnage of the Cargo Vessels.

On 1 January 2007, the Company entered inlo two agreements with Guangzhou Maritime and Guangzhou
Pacific Ocean Shipping Company Limited ("Guangzhou Pacific”). respectively. According to these
apreements, Guangzhou Maritime and Guangzhou Pacific should pay the Company RMB1,350,000 and
RMB450,000, respectively, for the management of their cargo vessels during the Period.

The Group and Times Shipping, entered into a sale and purchase agreement on 30 March 2007, whereby
the Group agreed to sell and Times Shipping agreed to purchase a cargo vessel, The consideration for the
sale of this vessel was RMB99,654,000 as detcrmined based on negotiations with reference to the market
price,

The interests are paid for the balances due to fellow subsidiaries with a total amount of RMB893,711,000
as at 30 June 2007 which are interest-bearing at a rate of 5.022%.

On 31 QOctober 2006, the Company cxercised the option mentioned in note {¢) above by entering into an
acquisition agreement with China Shipping to acquire 42 cargo vessels for a total consideration of RMB2.47
billion. Nine vessels had been delivered to the Company as at 31 December 2006 according to the
acquisition agreement. The remaining 33 vessels (with a total purchase consideration of
RMB1,757,827,000) were delivered to the Company in January and March 2007,

Apart from the above, the Company has entered into the following agrcements:

On 16 February 2007, China Shipping Hong Kong entered inte an agreement with its fellow subsidiaries,
namely China Shipping Industrial Co., Ltd. and China Shipping Industrial (Jiangsu) Co., Ltd., for the
constructions of two tankers each of 46,000 dead weight tons. The total consideration for the construction
of the tankers is approximately USDE7,000,000.

On 29 March 2007, the Company entered into an agreement with China Shipping Industrial Co., Lud, and
China Shipping Industrial (Jiangsu) Co., Lid., for the construction of twelve bulk carriers each of 57,300
deud weight tons, The total consideration of the construction of the bulk carriers is approximately
RMB3,274,200,000.

On 12 April 2007, China Shipping Hong Kong entered into un agreement with China Shipping Industrial
Co., Ltd. und China Shipping Indusirial (Jiangsu) Co., Ltd. for the construction of two tankers each of
46,500 dead weight tons. The total consideration for the construction of the tankers is approximalely
USD92.400,000.
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(8)

(h)

Pursuant to two bare-boat charter-party agreements both dated 20 October 1994, Shanghai Shipping
(Group) Company (“Shanghai Shipping”, formerly the holding company and now a fellow subsidiary of the
Company) agreed Lo charter two vessels to the Company from their respective dates of delivery to the
Company until full repayment of the principal and interest of the related loans borrowed by Shanghai
Shipping lo purchase the vessels and under which, on due completion of the charters, the vessels will
become the Company's property. The vessels were delivered to the Company on | January 1996, The
principal amounts to be paid each ycar until 2007 amount to approximately DM7.6 million. With the
currency reform in Europe starting from 1 January 2002, the principal amounts re-denominated to EURO
are approximately EURO 3.9 million.

Pursuant to the share transfer agreement entered into between the Company and China Shipping on 9
September 2002, the Company transferred its 25% equity interest in CSC to China Shipping at a
consideration of RMB1. The Company is entitled to an option to buy back from China Shipping all or part
of the disposed interests in CSC at terms and consideration to be agreed between the two parties (“the
Option™). It was resclved in a board meeting of the Company on 8 January 2004 that the Company would
not exercise the Option within three years from the date when CSC was converted into a joint stock limited

company, which was on 3 March 2004,

19. POST BALANCE SHEET EVENTS

On 2 July 2007, the Company issued convertible bonds in the principal amount of RMB2 billion with face value in

integral principal amounts of RMB100 each with 10 convertible bonds forming one board lot.

20. APPROVAL OF INTERIM FINANCIAL REPORT

These interim condensed consolidated financial statements were approved and authorized for issue by the board of
directors on 14 August 2007,

— 1-82 —




APPENDIX I FINANCIAL INFORMATION ON THE GROUP

D. WORKING CAPITAL

Taking into account the financial resgurces available to the Group, including internally generated
funds and the available banking facilities, the Directors of the Company are of the opinion that the
Group has sufficient working capital for its requirement for at least 12 months from the date of this
circular.

E. INDEBTEDNESS

Borrowings

At the close of business on 30 September 2007, being the latest practicable date for the purpose
of this indebtedness statement prior to the printing of this circular, the Group had outstanding
borrowings of approximately RMB3,280 million, comprising bank borrowings of approximately
RMBI1,145 million secured by mortgages, bank borrowings of approximately RMB112 million
guaranteed by China Shipping (Group} Co., Ltd., unsecured bank borrowings of approximately
RMB?2,023 million. The secuted bank borrowings of RMBI,145 million were repayable within | to 10
years and were secured by mortgage of 6 vessels with an aggregate carrying value of approximately
RMB1,530 million.

Disclaimer

Save as aforesaid and apart from intra-group liabilities and normal trade payables, the Group did
not have any loan capital issued or agreed to be issued, bank overdrafts, loans, debt securities issued
and outstanding, and authorized or otherwise created but unissued and term loans or other borrowings,
indebtedness in the nature of borrowings, liabilities under acceptance credits, debentures, mortgages,
charges, finance lease or hire purchase commitments, which are either guaranteed, unguaranteed,
secured or unsecured, guarantees or other material contingent liabilities outstanding at the close of
business on 30 September 2007.

F. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse changes
in the financial or trading position of the Group since 31 December 2006, the date to which the latest
published audited consolidated accounts of the Group were made up.
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G. MANAGEMENT DISCUSSION AND ANALYSIS ON FINANCIAL POSITION

Segmental information

Qil shipment

Qil shipment is one of the Group's principle operations. In the first half of 2007, facing with the
changes in the international and domestic oil shipping markets, the Group carefully organised the
shipment and production, and made efforts in conducting safety management and cost control. In the
first half of 2007, the Group achieved a shipping volume of approximately 49.17 billion tonne-nautical
miles of oil shipment, representing an increase of 8.2% as compared with the same period in 2006, and
revenue achieved was approximately RMB2,349 million, representing a decrease of 8.5% as compared
with the same period in 2006.

For shipment of domestic trade oil, the Group has achieved a shipping volume of approximately
8.52 billion tonne-nautical miles of domestic trade oil shipment, representing a decrease of 18% as
compared with the same period in 2006, and revenue achieved was approximately RMB1,060 million,
representing a decrease of 1.8% as compared with the same period in 2006. In the first half year, of
the domestic trade o0il shipment, offshore oil shipping, transhipment of imported crude oil and refined
oil shipping showed varied performances. The Group achieved a shipping volume of approximately
4.96 billion tonne-nautical miles of offshore oil shipping, representing a decrease of 7.0% as compared
with the same period in 2006, and achieved a shipping revenue of approximately RMB546 million,
representing an increase of 13.1% as compared with the same period in 2006, The Group achieved a
shipping volume of approximately 2.20 billion tonne-nautical miles of tranship-ment of imported
crude oil, and revenue of approximately RMB3,490 million, representing increases of 4.3% and 3.3%
as compared with the same period in 2006 respectively. In the first half year, the Group continued to
put efforts in the disposal of old tankers. Due to the impact caused by reductien in shipping capacity,
the Group has achieved a shipping volume of 1.11 billion tonne-nautical miles of domestic trade
refined oil shipment, and revenue gererated was approximately RMBI116 million. representing
decreases of 61.7% and 53.3% as compared with the same period in 2006 respectively.

In the international trade oil shipping market, to cope with the overall market depressed
situation, the Group put emphasis in market research, and focused on cargo soliciting on key VLCC,
Aframax and Handy-size tankers, and made efforts in finalising cargo sources during the periodical
high positions. In the first half of 2007, the Group has achieved a shipping volume of approximately
40.7 billion tonne-nautical miles of international trade oil, representing an increase of 16% as
compared with the same period in 2006, and revenue achieved was approximately RMB1,289 million,
representing a decrease of 13.4% as compared with the same period in 2006. Of these, the shipping
volume of international crude oil was approximately 22.56 billion tonne-nautical miles, representing
an increase of 24.4% as compared with the same period in 2006, and revenue achieved was
approximately RMB422 million, representing a decrease of 17.2% as compared with the same period
in 2006. The shipping volume of international refined oi! was approximately 18.09 billion
tonne-nautical miles, representing an increase of 6.9% as compared with the same period in 2006, and
revenue achieved was approximately RMB867 million, representing a decrease of 11.6% as compared
with the same period in 2006.

— [-84 —




APPENDIX I FINANCIAL INFORMATION ON THE GROUP

Dry Bulk Cargo Transportation

In light of the favourable market opportunities and benefiting from the acquisition of the 42 dry
bulk carge vessels at the end of 2006 which have all been put into operation early this year, the
Group’s revenue derived from the dry bulk cargo shipping in the first half of 2007 increased
significantly. Tn the first half of 2007, the Group has achieved a shipping volume of approximately
61.54 billion tonne-nautical miles of dry bulk cargo, and derived a revenue of approximately RMB3.18
billion, representing increases of 49.8% and 79.6% as compared with the same period in 2006
respectively. Of these, the shipping capacity of the 42 dry bulk cargo vessels acquired amounted 1o
1,406,000 dwt, representing 34.9% of the Company's existing shipping capacity of dry bulk cargo.
Shipping volume achieved by the 42 vessels in the first half of 2007 was approximately 20.2 billien
tonne-nautical miles, revenue generated was approximately RMB1,051 million, and the gross profit
achieved was approximately RMB515 million, with gross profit margin of 49.0%.

For shipment of coal, the Group has achieved a total shipping volume of 40.14 billion
tonne-nautical miles in the first half of 2007, and generated revenue of approximately RMB2,455
million, representing an increase of 56.1% and 85.0% as compared with the same period in 2006
respectively. Of these, domestic trade coal shipment was 36 billion tonne-nautical miles, and revenue
achieved was approximately RMB2,254 million, representing increases of 69.3% and 86.2% as
compared with the same period in 2006 respectively. International trade coal shipment was 4.14 billion
tonne-nautical miles, representing a decrease of 7.0% as compared with the same period in 2006, and
revenue achieved was approximately RMB201 million, representing an increase of 72.7% as compared
with the same period in 2006.

For shipment of other dry bulk cargoes, the Group has achieved a total shipping volume of
approximately 21.40 billion tonne-nautical miles in the first half of 2007, and achieved a shipping
revenue of approximately RMB723 million, representing increases of 39.1% and 63.3% as compared
with the same period in 2006 respectively. Of these, international trade shipping volume achieved was
17.72 billien tonne-nautical miles, and revenue achieved was approximately RMB512 million,
representing increases of 33.5% and 64.1% as compared with the same period in 2006 respectively.
Domestic trade shipping volume achieved was 3.67 billion tonne-nautical miles, and revenue achieved
was approximately RMB211 million, representing increases of 74.1% and 61.2% as compared with the
same period in 2006 respectively.

Effect of the Agreements

The price for the vessels to be constructed under the First Agreements is US$455,200,000. The
price of the vessels to be constructed under the Second Agreements is US$360,640,000. The
construction of all the VLOCs under the Agreements will be funded by the Company as to
approximately 80% of the price by bank borrowings and approximately 20% of the price by internal
resources. The financing by way of bank borrowings is expected to increase the Company’s level of
borrowings. Taking into account the Company’s capital and sharcholders’ base, the Company
considers that bank borrowings is the best means of financing for the construction of the VLOCs. The
Directors (including the independent non-executive Directors) believe that in light of the Company’s
fleet expansion plan, it is fair and reasonable and in the interest of the Company and the shareholders
as a whole to finance the transaction with such bank borrowings. Money will be drawn down from the
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bank borrowings as and when required for each instalment payment. As such, the Agreements will
result in increase in both assets and liabilities of the Company, but liability will be matched by the
corresponding asset. Since 80% of the price will be funded by bank borrowings, the Agreements are
not expected to have a material adverse impact on the net assets of the Group. They are not expected
to have any effect on the earnings of the Company, since a relevant vessel will only contribute to the
turnover of the Group after it has been delivered.

As at 30 June 2007, the Group had a gearing ratio (being the difference of interest-bearing
liabilities and bank loans divided by the net assets) of 17.8%.

Risk on Foreign Currency

As at 30 June 2007, the Group’'s foreign exchange liabilities mainly comprised of bank loans
payable in US Dollars equivalent to approximately RMBI1,278,967,000 and finance lease rental
payable in EURO dollars equivalent to approximately RMB9,916,000.

In addition, the Company would pay dividend of H shares in Hong Kong dollars.

In order to avoid the risk of Renminbi appreciation, the Group actively made adjustments to its
debt structure, and the ratio in US dollar indebtedness increased from 37.64% at the beginning of the
year to about 38.10%. Majority of US dollar income was used for overseas payments, and during the
Reporting Period, foreign exchange income and expenses were basically equal.

Given the increasing significance of the Group’s international shipping business, changes in
exchange rate would have certain impacts on the Group's profitability. Therefore, in respect of the
changes in exchange rate, the Group will study the impact of exchange rate mechanism on shipping
enterprises. It will also implement effective measures proactively to minimize exchange risks.

Employees

As at the Latest Practicable Date, the Company had approximately 5.000 employees. Adjustment
of employee remuneration are calculated in accordance with the Company’s turnover and profitability
and is determined by assessing the correlation between the total salary paid and the economic
efficiency of the enterprise. Under this mechanism, management of employees remuneration will be
more efficient while employees will be motivated to work hard to bring encouraging results of the
Company. Save for the remuneration disclosed above, the Company does not maintain any share
option scheme for its employees and the employees do not enjoy any bonus. The Company regularly
provides for its administrative personnel training on various subjects, including operation
management, foreign languages, computer skills, industry knowhow and policies and laws. These
training may be in different forms, such as seminars, site visits and study tours,
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Business prospects

According to the forecast by International Monetary Fund, the growth rate of the world economy
will reach approximately 4.9% in 2007, with a strong growing trend for the next five years. At the
same time, the continuous development of the PRC economy will push the demand for energy
resources such as oil, coal and iron ores, which will provide favourable conditions for the Group to
capitalise on the advantages in both international and domestic trade operations, and develop healthily.

It is anticipated that during the second haif of 2007, the international dry bulk cargo, oil shipping
and domestic coastal oil and coal shipping markets will continue to maintain the developing trend as
in the first half of 2007. In respect of international oil shipping, with the continued investment of new
shipping capacities, it is expected that rebound of freight rates in the second half of 2007 will be
limited, and in the overall, the market situation in the whole year will be lower than the average level
of last year. In respect of international dry bulk cargo shipping, due to the major factors leading to
the explosive growth in the Baltic Dry Bulk Freight Rate Index in the first half of 2007 such as sirong
demand in shipping capacity, inadequate growth in shipping capacity, extended shipping distances and
congestion of ports still exist, it is expected that the freight rates for dry bulk cargo will remain at a
high tevel in the second half of 2007.

To cope with the current market situation, the Group will continue to carry out the followings
in the second half of 2007:

a.  Continue to enhance cooperation with major customers. The Group will continue to explore
for the strategic cooperation with major customers such as PetroChina, Sinopec, CNOOC,
and continue to negotiate for long-term shipping contracts for imports of iron ores with
domestic large iron and steel enterprises;

b.  Further strengthen vessel chartering. The Company has recently established two
professional vessel chartering compantes in Hong Kong, aiming to make vessel chartering
as a conventional mode for development of shipping capacity, and as an important
supplementary resort for the implementation of the strategic planning of a “world class
fleet™;

c. Continue with the disposal of old tankers, so as to optimise the structure of the tanker fleet,
and enhance the shipping efficiencies of the vessels; and

d. Continue to finalise effective measures such as various e¢nergy saving measures, adopt
enhancement in the management and supervision of fuel procurements, locking up of some
of the fue! prices, so as to further control fuel and other varicus costs, making efforts to
minimise the increase in costs.
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Company. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made
all reasonable enquiries, that 1o the best of their knowledge and belief there are no other facts the
omission of which would make any statement herein misleading.

2. DISCLOSURE OF INTERESTS
Directors’ Interests and Short Positions

As at the Latest Practicable Date, none of the Directors, chief executives and supervisors, nor
their associates, had any interest and short positions in the shares, underlying shares and debentures
of the Company or any of its associaled corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock Exchange which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 and the Stock Exchange under the
provisions of Divisions 7 and 8 of Part XV of the SFO or pursuant to the Mode! Code for Securities
Transactions by Directors of Listed Companies as set out in appendix 10 of 1the Listing Rules to be
notified to the Company and the Stock Exchange or which are required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein.

Directors’ Interest in Any Asset Acquired, Disposed or Leased

None of the Directors or supervisors has had any material interest, direct or indirect, in any asset
which, since 31 December 2006, being the date to which the latest audited consolidated financial
statements of the Group have been made up, had been acquired or disposed of by or leased to any
member of the Group or was proposed to be acquired or disposed of by or leased to any member of
the Group.

Directors’ Service Contracts

None of the Directors or supervisors has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group within aone (1) year without the payment of
compensation other than statutory compensation.

The Directors are not entitled to any compensation if their respective service contracts are to be
terminated by the Group.

Directors’ Interest in Contracts

Neo contracts of significance to which the Company, any of its holding companies, fellow
subsidiaries or subsidiaries was a party and in which a Director or supervisor had a material interest
and which is significant to the Group's business, whether directly or indirectly, subsisted at the date
of this circular. None of the Directors or their respective associates has any competing interest (as
would be required to be disclosed to be disclosed under Rule 8.10 of the Listing Rules if each of them
were a controller shareholder of the Company for the purpose of the Listing Rules).
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Substantial Shareholders

t

As at the Latest Practicable Date, so far as known to any Directors or chief exccutives of the
Company, the following persons (other than a Director or chief executive of the Company) had, or
were deemed or taken to have interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed te the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or, who were, directly or indirectly, interested
in 10% or more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group or had any option in respect of

such capital:
Percentage of
total number of Percentage of
Class of Number of the relevant total number of
Name of shareholders shares shares class of shares issued shares
China Shipping Group {Note) A Shares 1,578,500,000 77.76% 47.46%

Note: Mr. Li Shaode is the president of China Shipping, Mr. Ma Zehua is the secretary of the party committee of China
Shipping. Mr. Lin Jianging is the vice president of China Shipping. Mr. Wang Daxiong is the vice presiden of China
Shipping. Mr. Zhang Guofa is the vice president of China Shipping.

Save as disclosed above, so far as is known to the Directors or chief executives of the Company,
no other person (not being a Director or chief executive of the Company) who had any interests or
short positions in shares or underlying shares of the Company which would fall to be disclosed to the
Company and the Stock Exchange, under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or who was, directly or indirectly, interested in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of any other member of the
Group or held any option in respect of such capital.

3. LITIGATION

As at the Latest Practicable Date, neither the Group nor any of its subsidiaries is engaged in any
litigation or arbitration of material importance and no litigation or claim of material importance
known to the Directors to be pending or threatened by or against the Company or any of its
subsidiaries.

4. MATERIAL CONTRACT

There are no material contracts (not being contracts entered into in the ordinary course of
business) entered into by members of the Group within 2 years preceding the date of this circular.
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5. CONSENT AND EXPERT

The following table lists the qualification of the professional adviser who has given opinion or
advice, which is contained in this circular:

Name Qualification

Evolution Watterson Securities Limited Independent financial adviser and a licensed
corporation to carry out Type 1 (dealing in
securities), Type 4 (advising on securities) and
Type 6 (advising on corporate finance)
regulatory activities under the SFQO

The Independent Financial Adviser has given and has not withdrawn its written consent to the
issue of this circular with the inclusion of its letter and/or opinions and/or the references to its name
in the form and context in which it respectively appears.

As at the Latest Practicable Date, (i) the Independent Financial Adviser did not have any interest,
either direct or indirect, in any assets which had been, since the date to which the latest published
audited financial statements of the Company were made up acquired or dispesed of by or leased to any
member of the Group or are proposed to be acquired or disposed of by or leased to any member of
the Group; and (ii) the Independent Financial Adviser did not have any shareholding interests in any
member of the Group and it did not have any right, whether legally enforceable or not, to subscribe
for or nominate persons to subscribe for securities of any members of the Group.

6. MISCELLANEOUS

(i) The legal address of the Company is at 168 Yuanshen Road, Shanghai, The People’s
Republic of China.

(ii) The principal place of business of the Company in Hong Kong is 20th Floor, Alexandra
House, 16-20 Chater Road, Central, Hong Kong.

(iii) The Company's branch share registrar and transfer office in Hong Kong is at Horg Kong
Registrars Limited at Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 QQueen's Road
East, Wanchai, Hong Kong.

(iv) The secretary of the Company is Ms. Yao Qiachong. Ms. Yao obtained a company secretary
training certificate from the Shanghai Stock Exchange.
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(v)

(vi)

Mr, Wang Kangtian, a PRC qualified accountant, is the qualified accountant of the
Company appointed under Rules 3.24 of the Listing Rules. Mr. Wang Kangtian is able to
meet the requirement as set out in Rule 3.24 of the Listing Rules except that he is not a
fellow or associate of the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
or a similar body of accountants recognized by HKICPA for the purpose of granting
exemptions form the examination requirement for membership of HKICPA. The .Stock
Exchange has agreed to grant a three-year conditional waiver to the Company from strict
compliance with Rule 3.24 of the Listing Rules commencing from 28th December 2004,
From 28 December 2004 to 19 September 2006, Mr. Wang was assisted by Mr. Li Chung
Kwong, Andrew, a fellow member of the HKICPA. From 20 September 2006 to 27
December 2007, the Company has appointed Mr. Yip Sai On, David, a fellow member of
the HKICPA, to assist Mr. Wang.

In the event of inconsistency, the English language text of this circular shall prevail over
the Chinese language text.

7. DOCUMENTS FOR INSPECTION

Copies of the following documents will be available for inspection at the office of Richards

Butler at 20th Floor, Alexandra House, 16-20 Chater Road, Central, Hong Kong during normal

business hours on any weekday (except public holidays) from the date of this circular up to and
including Thursday, 17 January 2008:

(a)

(b)

(c)

(d)

(e)

)]

(g)

(h}

the letter from the Independent Board Committee, the text of which is set out on page 21
of this circular;

the letter issued by the Independent Financial Adviser, the text of which is set out on pages
22 to 31 of this circular;

the consent letter from Evolution Watterson Securities Limited referred to in the paragraph
headed “Consent and Expert” in this Appendix;

the annual reports of the Company for the two years ended 31 December 2006 and the
interim report of the Company for the period ended 30 June 2007;

the Agreements,
the Charterparties;
the memorandum and articles of association of the Company;

a copy of the circular dated 20 Apri) 2007 for connected and major transactions relating to
the construction of new vessels and construction of new tankers;
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(i)

a)

a copy of the circular dated 14 March 2007 for connected and major transactions relating
to the construction of new VLOCs and construction of new tankers; and

a copy of this circular.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

{a joint stock limited company incorporated in the People's Republic of China with limited liability}
(Stock Code: 1138)

NOTICE OF THE EXTRAORDINARY GENERAL MEETING

Notice is hereby given that the extraordinary general meeting (the “EGM™) of China Shipping
Development Company Limited (the “Company™) will be held at 2:00 p.m. on Friday, 18 January 2007
at 700 Dong Da Ming Road, Shanghai, the People’s Republic of China to consider and, if thought fit,
pass the following resolutions as ordinary resclutions and special resolution (as the case may be):

Ordinary Resolutions:

1.  “THAT the four construction agreements all dated 22 October 2007 between the Company,
Dalian Shipbuilding Industry Company Limited and China Shipbuilding International Trading
Company Limited, each for the construction of one very large iron ores carrier (“VLOC") (for
a total of four VLOCs), details of which are set out in the circular (the “Circutar™) of the
Company dated 26 November 2007, be and are hereby approved, ratified and confirmed; and the
directors of the Company be and are hereby authorized to do such other acts and things and
execute such other documents which in their opinion may be necessary or desirable to implement
the agreements.”

2. “THAT the four construction agreemeants all dated 27 October 2007 between the Company, CSS5C
Guangzhou Longxue Shipbuilding Co., Ltd and China Shipbuilding Trading Co., Ltd., cach for
the construction of one VLOC (for a total of four VLOCs), details of which are set out in the
Circular, be and are hereby approved, ratified and confirmed; and the directors of the Company
be and are hereby authorized to do such other acts and things and execute such other documents
which in their opinion may be necessary or desirable to implement the agreements.”

3. “THAT the four bareboat charterparties all dated 14 November 2007 between the Company and
China Shipping Container Lines Co., Ltd. for the leasing of the container vessels “Xiang Li",
“Xiang Mao”, “Xiang Yue” and “Xiang Zhuang”, details of which are set out in the Circular, be
and are hereby approved, ratified and confirmed; and the directors of the Company be and are
hereby authorised to do such other acts and things and execute such other documents which in
their opinion may be necessary or desirable to implement the agreements.”

4.  “THAT the five bareboat charterparties all dated 14th November 2007 between each of Xiang Da
Shipping $.A., Xiang Xing Shipping §.A., Xiang Wang Shipping S.A. and Xiang Xiu Shipping
S.A. and China Shipping Caontainer Lines (Asia) Co., Ltd. for the leasing of the container vessels
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out in the Circular, be and are hereby approved, ratified and confirmed; and the directors of the
Company be and are hereby authorised to do such other acts and things and execute such other
documents which in their opinion may be necessary or desirable to implement the agreements.”

5. “THAT the bareboat charterparty dated 14 November 2007 between the Shanghai Maritime
Enterprises Corp. and the Company for the leasing of the tanker “Da Qing 88", details of which
are set out in the Circular, be and is hereby approved, ratified and confirmed; and the directors
of the Company be and are hereby authorised to do such other acts and things and execute such
other documents which in their opinion may be necessary or desirable to implement the
agreements.”

6. “THAT the bareboat charterparty dated 14 November 2007 between the China Shipping (Hong
Kong) Holdings Co., Ltd. and Xi Chuan Shipping S.A. for the leasing of the tanker “Song Lin
Wan", details of which are set out in the Circular, be and is hereby approved, ratified and
confirmed; and the directors of the Company be and are hereby authorised to do such other acts
and things and execute such other documents which in their opinion may be necessary or
desirable to implement the agreements.”

7. “THAT the appointment of Mr. Zhu Yongguang as an independent non-executive director of the
Company be and is hereby approved.”

8.  “THAT the appointment of Mr. Yu Shicheng as a supervisor of the Company be and is hereby
approved.”

9. “THAT the purchase of liability insurance policy for the Company's directors, supervisors and
senjor management at AIU Insurance Company at the rate of US$39,000 for a cover period of |
year be and is hereby approved, and the directors of the Company be and are hereby authorised
to arrangement renewal of such insurance policy upon its expiry.”

Details of Proposed Director and Supervisor for election at the EGM
Mr. Zhu Yongguang (“Mr. Zhu”)

Mr. Zhu, aged 62, graduated from Wuhan School of River Transportation in 1965 majoring in
navigation. Since 1984, Mr. Zhu has been Chief of Production Scheduling Division of Oceanic
Administration under the Ministry of Communications, Chief of Integrated Transport Division of the
Air Transport Regulation Department under the Ministry of Communications, and from 1992 onwards,
Mr. Zhu has been Director General of Air Transport Regulation Department and Deputy Director
General of Water and Transport Department. Between July 1988 to April 2007, Mr. Zhu served as the
Director General of the Department of Restructuring, Laws and Regulations.

In accordance with the articles of association of the Company, Mr. Zhu's appoiniment will be
with effect from 18 January 2008 until 25 May 2009 subject to shareholders™ approval. Mr, Zhu will
enter into a service contract with the Company. Save as disclosed above, Mr. Zhu did not hold any
directorship in listed public companies in the last three years, and he is not related to any director,
senior management or substantial or controlling shareholder of the Company. He is not interested in
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any shares of the Company within the meaning of Part XV of the SFO. During the proposed term of
employment, Mr. Zhu will be entitled to an annual service fee of RMB80,000. Save as aforesaid, he
will not be entitled to any remuneration nor bonus payments as a Director. There is no other
information relating to the appointment of Mr. Zhu that is required to be disclosed pursuant to Rule
13.51(2)(h) to (v) of the Hong Kong Listing Rules. Save as disclosed herein, there are no other matters
that need to be brought to the attention of the shareholders of the Company.

Mr. Yu Shicheng (*Mr. Yu")

Mr. Yu, aged 53, graduated from Shanghai Maritime University majoring in ocean shipping and
obtained a master's degree in law science in 1986 from the same university. He obtained his doctoral
degree in law science in 2007 from East China University of Political Science. Mr. Yu is currently a
professor and the president of Shanghai Maritime University, vice chairman of China Navigation
Association, vice chairman of China Maritime Law Association, member of the Expert Commiitee of
the Ministry of Communications of PR.C. and an arbitrator of China Maritime Arbitration
Commission.

In accordance with the articles of association of the Company, Mr. Yu's appointment will be with
effect from 18 January 2008 until 25 May 2009 subject to shareholders’ approval. Mr. Yu will enter
into a service contract with the Company, Save as disclosed above, Mr. Yu did not hold any
directorship in listed public companies in the last three years, and he is not related to any director,
senior management or substantial or controlling Shareholder of the Company. He is not interested in
any shares of the Company within the meaning of Part XV of the SFO. During the proposed term of
appointment, Mr. Yu will be entitled to an annual service fee of RMB80,000. Save as aforesaid, he will
not be eatitled to any remuneration nor bonus payments as a supevisor. There is no other information
relating 1o the appointment of Mr. Yu that is required to be disclosed pursuant to Rule 13.52(2)(h) 1o
(v} of the Listing Rules. Save as disclosed herein, there are no other matters that need to be brought
to the attention of the shareholders of the Company.

Special Resolution

10. “THAT article 133 of the articles of association of the Company be amended from “The
Supervisory Committee shall comprise three to five persons, one of which shall be the chairman
of the Supervisory Committee” to “The Supervisory Committee shall comprise three to nine
persons, one of which shall be the chairman of the Supervisory Committee™ with other contents
remain unchanged.”

By Order of the Board
China Shipping Development Company Limited
Yao Qiaohong
Company Secretary

26 November 2007
Shanghai
The People’s Republic of China
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(A)

(B)

©)

(D)

(E)

The H share register of the Company will be closed from Wednesday, 19 December 2007 to
Thursday, 17 January 2008 (both days inclusive), during which no transfer of H shares will be
effected. Any holders of H shares of the Company, whose names appear on the Company’s
register of members at the close of business on Tuesday, 18 December 2007, are entitled to attend
and vote at the EGM after completing the registration procedures for attending the meeting. In
order to be entitled to attend and vote at the EGM, share transfer documents should be lodged
with the Company's H share registrar not later than 4:00 p.m. on Tuesday, 18 December 2007,

The address of the share registrar (for share transfer) for the Company’s H Shares is as follows:

Hong Kong Registrars Limited
Rooms 1712-1716

17th Floor

Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

Holders of H Shares, who intend to attend the EGM, must complete the reply slips for attending
such meetings and return them to the Office of the Secretary to the Board of Directors of the
Company not later than 20 days before the date of the EGM, i.e. no later than Saturday, 29
December 2007,

Details of the Office of the Secretary to the Board of Directors of the Company are as follows:

Room 1601, 700 Dong Da Ming Road, Shanghai,
People’s Republic of China

Postal Code: 200080

Tel: 86(21) 6596 6666

Fax: 86(21) 6596 6160

Each holder of H Shares who has the right to attend and vote at the EGM is entitled to appoint
in writing one or more proxies, whether a sharehelder or not, to attend and vote on his behalf
at the EGM. A proxy of a shareholder who has appointed more than one proxy may only vote on
a poll.

The instrument appointing a proxy must be in writing under the hand of the appointor or his
attorney duly authorised in writing. If that instrument is signed by an attorney of the appoinior,
the power of attorney authorising that attorney to sign, or other documents of authorisation, must
be notarially certified.

To be valid, the form of proxy, and if the form of proxy is signed by a person under a power of
attorney or other authority on behalf of the appointor, a notarially certified copy of that power
of attorney or other authority, must be delivered to the Company's H Shares share registrar, Hong
Kong Registrars Limited, at Room 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong, not less than 24 hours before the time for holding the EGM or any adjournment
thereof in order for such documents to be valid.
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(F)

(G)

(H)

(M

Each holder of A Shares is entitled to appoint in writing one or more proxies, whether a
shareholder or not, to attend and vote on its behalf at the EGM. Notes (C) to (D) also apply to
holders of A Shares, except that the proxy form or other documents of authority must be
delivered to the Office of the Secretary to the Board of Directors, the address of which is set out

'in Note (B) above, not less than 24 hours before the time for holding the EGM or any

adjournment, thereof in order for such documents to be valid.

If a proxy attends the EGM on behalf of a shareholder, he should produce his identity card and
the instrument signed by the proxy or his legal representative, which specifies the date of its
issuance. If the legal representative of a legal person share shareholder attends the EGM, such
legal representative should produce his identity card and valid documents evidencing his
capacity as such legal representative. If a legal person share shareholder appoints a
representative of a company other than its legal representative to attend the EGM, such
representative should produce his identity card and an authorization instrument atfixed with the
seal of the legal person share shareholder and duly signed by its legal representative.

Set out below is the procedure by which shareholders and the chairman of any shareholders’
meeting may demand a poll pursuant to article 74 of articles of association of the Company:

“At any general meeting of shareholders, a resolution shall be decided on a show of hands unless
a poll is demanded before or after any vote by show of hands by:

(1) the chairman of the meeting;
(2) at least two shareholders, who possess the right to vote, present in person or by proxy; or

(3) any shareholder or shareholders present in person or by proxy and representing in the
aggregate not less than one-tenth of the total voting rights of all shareholders having the
right to attend and vote at the meeting,

Unless a poll is so demanded, a declaration by the chairman of the meeting that a resolution
has on a show of hands been carried or not carried and an entry to that effect in the minutes
of the meeting shall be conclusive evidence of the fact, without proof of the number or
proportion of the votes recorded for or against such resolution.

A demand for a poll may be withdrawn by the person who made the demand.”

The EGM is expected to last an hour. Shareholders attending the EGM are responsible for their

END

own transportation and accommodation expenses.
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